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WORLD NEW jjj^ 

Central bank calls 
for calm as Russians 
fear liquidity crisis 

Russia's central bank appealed 
to the public to remain calm 
amid reports circulating in 
Moscow that 3ome of the coun- 
try's biggest banks were exper- 
rencing severe Oqtadfty problems. 
Many of Russia's 1,700 banks 
have seen the value of their 

assets plunge in recent weeks, 
causing alarm among foreign 
lenders. Page 12; Regions keep 
thefr- cool. Page 3 

Canton to press far tobacco bam 
US president Bffl C&nton is to 
press ahead with attempts to 
pass comprehensive anti- 
tobacco legislation despite an 
appeals court decision to prevent 
the Food and Drug Administra- 
tion regulating nicotine. Page 2 

UttlCS to raw over boat people 

The United Nations High Com- 
missioner for Refugees and the 
Hong Kong government are in 
dispute over a HK$l.2bn $155m) 
bfll tor funding the care and 
repatriation of thousands of Viet- 
namese boat people. Page 12 

Africa bombs suspect held 
Pakistan said it had arrested a 
suspect to the bombings of the 
US embassies to Kenya and Tan- 
zania and sent him to Nairobi. 
Page 2 

Germany's S*0 plans attacked 
Plans by Germany's opposition 
Social Democratic party to 
reverse reforms on pensions, 
social security and labour laws if 
it wins next month’s general 
election were stacked by chan- 
cellor Helmut Kohl’s government 
Page 2 

Israel seeks to tacraasa jobs 

Israeli prime mHTtster Benjamin 
Netanyahu announced an emer- 
gency job creation programme 
combining employment subsidies 
and worker re-training. 

Kosovo vSages burnt 

WJages were burnt In Serbia’s- i- - 
Kosovo province foflowtog a gov- 
ernment offensive against eepa- • 
rahst rebels. Page 3 

Hamas prisoner escapes 
A senior member of Hamas, the 
Islamic resistance movement, 
escaped from a PatestWm 
Authority prison. Page 2 

Iran ctahw dpfontetsheU 

The deputy speaker of ban's par- 
liament said Tehran hat proof 
that Afghanistan’s Tateten were 
holding 11 Iranian diplomats. 

Hoods hit China ofl output 
Three dikes bust along the Nan 
river to northeast Gfina, forcing 
the country’s largest oQfleld to 
cut output More than 2,000 
people are thought to have have 
died to China's worst floods 
eking toe Yangtze River since - 
1354. - 

Biart MBs 16 minors 

A methane blast deep made a 
coal mine In eastern Ukraine 
kited at least 16 miners, officials 


Brunei meat ban His McDonald's 

Refigious authorities in Brunei 
questioned Malaysia's interpreta- 
tion of Islamic law and told fast- 
food restaurant chain 
McDonald's to stop importing 
meat from the neigh- 
counfry. 

Page 4' 

Sdumadnr dom o>P 
German Michael Schumacher, 
won the Hungarian Grand Prix to 
a Ferrari and closed the gap on 
Mika Hakklnen of Finland, who 
suffered riwchanical problems, 
from 16 to sewn points to the 
drivers' startings. Briton David 
Coutthard in a McLaren was 
second. 


BUSINESS NEWS 


Hitches in trading 
system deal fiesta 
blow to Matif 

Matif, the Ranch darfvrtiws 
exchange, Jam suffered a fresh 
blow to- ter cradfcfHy after feading 
on Its now u fe cfiuuk, toting sys- 
tem repeatedly felad to open on 
time because of technical 
hitches, Papa 13; O hee re er, 
Page 11 

BrtteVs House of Comniona 
a0-party trade and induatry eetect 
c ommffl ee is to investigate new 
car prices amid nHogafiona that 
they are kept ancaaalvely Htfi by 
restrictions impeaed by the gov- 
ernment on toe number of 

imports. Page 5 


bee launched a 
fresh attack on Gbrmanyfe -Ms* 
coins regulator after befog forced 
to grant a favourable oonnecticn 
rate to a new competitor toot toe 
former monopoly carrier argued 
was inappropriate. Page 2 

News Carp's planned safe of up 
to 2D per cent of Fax Entertain- 
ment Group corid raise SZSbtY- 
$3An, according to some mar- 
ket estimates. Page 14 . 

Strids, the UK hotel and casino 
operator. Is weighing up a move 
toto continental Europe and aims 
to Increase the number of Us 

hotels to London. Page 13 

listed South jfemn companies 
reported a record combined kies 
of Won13,680bn ($1CL2bn) during 
the first half of the year, underlin- 
ing the severity of Korea's reces- 
sion. Psge 13 

Venezuela wffi make a. tiwd 
attempt to sell tha state alumin- 
ium industry with a public tender 
for a 70 per cant stake on Sep- 
tember 7. Page 2 

FefroM* the SrazBan - 
government-contorted petroleum 
group, stedstakesln subsidiaries 
afrix^ doubled flrafrhatf. profits 
from R$252m to R$499m 

.• . 

foe UK 1 fond 

management cqmpeny, wffi today 
annouice foatlit has retained 
two-thirds of the £19bn {$31bf^ it 
managedfor the atocfildty sector 
pension find after one of the 
fodusby'a largest ever restructur- 
ings. Page 14 : 

Wart ln^ US regional telephone 
company for 14 wocto m states, 
was strike-bound after more toan 
34^XX) workers walked out at 
mkinltfit on Saturday. 

', the former chief 
executive of UK leisure group 
Brent Walker has launched a 
legal action against the British 
government to the European 
Court of Human Righta, claiming 
he was denied his rightto pursue 
an action for unWr dfentisaaL 
Page 5 

r chief aDcacutive Roger 
Luard, who transformed the com- 
pany from an oil servicas spoup 
to one of the UK’s f oremost sup- 
pBere of pte^TV chmata, dfed at 
the weekend. Page 14 

UK exports to Quit Co-operation 
Count# states rose by 33 per 
cant to £BL96bn t^SbfiJ to 
1997, due partly to tocre aa ed 
mStaiysatae. 

Tony Dtafey, president of ttte UK's 
Walkers Snack Foods, has 
emerged as favortote to become 
chief executive of To l ow a gt Com- 
rmvBcatione, the UlCs second 
biggest cable company. Page 14 
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plan firm 

response to 
bomb attack 
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Ifariarfe 




Tbe UK and lrfeh governments 
were last night considering 

fhung Mi ha aa part of 

an agent security response to 
tbe worst banb attack in North- 
ern Ireland's histo r y . 

With the County Tyrone town 
of Ory i no fri «Hii tn dw* from tbe 
blast that 28 lives on Sat- 

urday, Tony Blair. UK prime 
mtnlrta*, rfrfofy from 

Northern Ireland ^ Jifeh 
RepubBc w a re to hold an emer- 
gency meeting today to consider 
new measures to root out terror- 
ists intent on wrecking the 
Horfboa Ireland accord. 

Un Mowlam, UK mtoimtar for 
Northern Ireland, will today meet 
John (TDonoghne, Irish justice 

w^. t^. / I, 

HiHiTH[ yf. 

Bertie Ahem, the Irish prime 
minister, i** night blamed 
feast on the Beal ERA, a group 
linked With the sister of Bobby 
Sands, the IRA hunger striker 
who star v e d himself to dg«th in 
1962 in an attempt to secure polit- 
ical recognition for republican 
prisoners. 

Police on both skt«» of the bar- ■ 
der believe the IRA’s fanner 
quartermaster — in charge of the 
terns' group's arms dumps - is 
the tea<tor of the gro up . 

However, Mr Blair insisted that 
thogp behind the Omagh bomb- 
ing had “no political organisa- 
tion, np vote, no pqjtMcifl voice". 
BfcT ifie! <£rrf "Adams, the fflrm 
Ffein leader, and welcomed Us 
cor rta hnafliii of the attack. 

p«my Flanagan, ririrf consta- 
ble of the Royal Ulster Constabu- 
lary, said the victims were deUb- 
cn tely draw n to the blast atta by 
the taio rista. Speaking on BBC 
radio, he said he believed the 
bdanbera orchestrated the car- 
nage at Omagh by giving a mis- 
leading warning about where tbe 
device was planted. 

The outrage comas less than a 
month before Northern Ireland's 
political parties axe to meet to 
agree the formation of a new 
devolved executive body. 


Bill ctlntau, US president, has 
confirmed ha wffi visit the prov- 
ince on September 3 to underpin 
International support for tbe 
Good Friday peace accord that 
aeteMiahed a mm powerrturing 
assembly and accountable rm— 

- border bodies Unking the prov- 
ince and the Irish Republic. 

.With hospitals still treating 
more than 100 aerioualy wounded 
in the blast, Ur Blair cut short 
bis summer holiday to hold a 
series of meetings with Northern 
Ireland political leaders. 

With widespread outrage at the 
attack both the UK and Irish gov- 
ernments are aider popular pres- 
sure to mount a robust response 
■tothe f rari f . 

But Mr Ahem said he was sure 
“ aTi republicans and all genuine, 
decent republicans who may 
have been involved lu these 
things in the past will condemn 
this." 

Mr Blair said the government 
would take a look at “all the mea- 
sures that we can take in terms 
of security.” He said Mr Flanagan 
and Pat Byrne, the Irish police 
commissioner, would consider 
the security situation and repot 
back to btorand Mr Ahem. 

"We have got to do everything 
we can to root out those people 
responsible," Mr Blair said. 

Mr Ahem safcl: "Over the next 
day or two we will start examin- 
ing the legislation arid look at 
our intelligence our surveil- 
lance mpnhHtiimrifi that are in 
place on this republican organisaC 

Urtn " * 

However, Mr Ahem played 
down suggestions the Irish gov- 
ernment might revive its intern- 
ment powers allowing police to 
imprison a suspect without triaL 

Mr Ahem said: T think the 
mresagw from the government is 
that we are determined to defeat 
this campaign in short order. 
Whatever is necessary to do that 
we win do that” 

BIT Blair said: "We have got to 
restart the democratic process 
which triumphs over this evfl." 


Reports, Page S 
Effisrial Comment, Page 11 


Russian public urged 
to keep faith in banks 


By Jeta TtoraMI to Moscow 


Russia's central bank appealed to 
toe public to remain cafoa at the 
weekend as rumours swirled 
around Mbacow that sous of the 
co un tr y 's biggest banks were 
experiencing severe liquidity 
problems. ' 

"There is no reason today to 
run to a bank and collect one’s 
savings,” Dads KfeOyor, a dep- 
uty chairman of toe bank, said in 
a tetevMcn interview. 

Ibe-central bank feces two crit- 
ical challenges this week as it 
fights to defend the value of the 
rouble and preserve confidence to 
toe country's troubled banking 
sector. The outcome could shape 
the course of the country's eco- 
nomic re form s for months to 

Public reaction tq the central 
bank's appeals tor calm will test 
the level of confidence in the 
Ca nillry *B iwntottg gy m am Swma 

bank branches were forced to 
dose on Friday following the tur- 
moil on Russia’s fiaiacM mar- 
kats.dnriog the. entree of the. 

Mr Kisilyov said: “We are 
working attentively with the 
heads <tf the biggest hanks, pri- 
marily with those that attract 

aumiibni hln < m n»g* fn mnta f vrym 

the population, to prevent any 
inte r r u pti on to the. normal work- 
ing of the hanks!” 

Sergei Dubinin, the central 
bank governor art short Us hoH- 
dny to meet Sergei Klriyenko, 
prime minister, , at the weekend. 


to work out the government's 
response to the latest financial 
crisis, which has savaged Rus- 
sia’s equity and bond markets 
and threatens to farce a rouble 
devaluation. 

. The central bank is currently 
spending between 3800m to $lbn 
of its reserves a week to defend 
the rouble. Its total gold and hard 
currency reserves stood at gl7bn 
on August 7. 

Mr Klriyenko is due to meet 
President Boris Yeltsin today at 
hie holiday hmriA on the edge of 
Moscow to discuss the crisis. So 
far, Mr Yeltsin has refused to 
return to the Kremlin, fearing 
the population would panic it he 
cut short his holiday. . 

"The best way to address a sys- 
temic problem is to address it 
systematically and for the 
finance ministry and central 
bank to talk to an the biggest 
domestic and foreign banks 
about how they might solve this 

problem,” said one Moscow-based 

western banker. 

About three-quarters of Rus- 
sia's household bank savings are 
held by Sberbank, the state 
savings bank, which Is consid- 
ered to be relatively well Insu- 
lated a gainst tbe current finan- 
cial crisis. 

But other big retail savings 
banks - such as SBS-Agro, Rosst 
isky Kredit and Inkombank - are 
thought to be more vulnerable. 

Regions kasp cert, Page 3 
Russia’s dtasiMds, Rags 13 
Boride bride sway, Page 18 
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Breathless media wait for 
Clinton’s moment of truth 

Today, the president faces his most serious crisis 


By Garanl Baker Ir Watotogtm 


Bill Clinton was yesterday 
battling to find a legal and politi- 
cal path through toe most seri- 
ous crisis of his presidency in the 
final hours before today’s historic 
US grand jury testimony In toe 
Monica Lewinsky investigation. 

As news organisations reported 
that Mr Clinton was now ready 
to ten toe grand jury that he did 
have sexual relations with Mon- 
ica Lwrinsfey, Mr CUoton's top 
lawyer cautioned the public 
against believing what he termed 
“groundless speculation” about 
today’s eagerly anticipated event 

“The truth is toe truth. Period. 
And that’s bow the president will 

testily,” said David Kmdall in a 
written statement from toe White 
House. Other presidential advis- 
ers echoed those remarks but 
said k was uncertain what Mr 
Clinton would say until right up 
to the moment his testimony 
begins this afternoon. 

But Mr Kendall's remarks did 
not directly contradict the 
numerous reports over the week- 
end, sourced to presidential 


advisers, that Mr Clinton would 
admit to some form of “inappro- 
priate relationship” with Ms Lew- 
insky. toe former White House 
trainee at toe centre of the alle- 
gations. 

The aim a such an admission 
would be to allow Mr Clinton to 
acknowledge to the public that a 
number of sexual encounters 
took place but without owning 
up to perjury in an earlier case 
when he denied tinder oath that 
he had sexual relations with Ms 
Lewinsky. 

Whatever he says in today's 
closed-circuit television testi- 
mony. relayed from toe White 
House to toe grand jury, the pres- 
ident is under intense pressure 
from advisers to make a national 
television appearance, perhaps as 
early as tote evening, to explain 
his actions. 

Tbe legal difficulty Is only one 
aspect of Mr Clinton's problems, 
however, In addition to bis sworn 
t es ti m o n y in the Paula Jones sex- 
ual harassment case, he has also 
publicly, and emphatically, 
denied any sexual relations with 
Ms Lewinsky. 


“I think he . . . has to say to the 
American people that he did have 
improper relations, that he 
regrets that he did not address 
this issue earlier and that he 
apologises. But he's got to say it 
in a very clear, direct, and 
unequivocal manner.” Leon 
Panetta, Mr Clinton's former 
chief of staff, told NBC News. 

Members of Congress from 
both main political parties said 
they thought an open acknowl- 
edgement by Mr Clinton that he 
had previously misled toe Ameri- 
can people would probably 
enable him to avoid impeach- 
ment proceedings. 

“If he does that and then really 
asks the American people to for- 
give him or at least work with 
him. I think the polling shows 
that the American people proba- 
bly are willing to allow him to 
finish his term and wait to 
replace him until the year 2000,” 
said Orrin Hatch. Ihe Republican 
chairman of toe Senate Judiciary 
Committee. 

An unhappy rtfek, Page 2 
Editorial commeoL Pigs 11 
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Are you a 
director of a 
business P 

ASK YOURSELF THE FOLLOWING QUESTIONS: 

Do you want your needs Id be represented to Government by an 
influential or g anis ation? 

Do you need free business infor mati on and advice from experts? 

Would you Penefti from meeting and entertaining clients in prestigious 
surroundings in eentra) London? 

Would you Bke to meet regularly with fsBomr directors from all industries? 

Would you use a business travel sendee offering competitive rates, 
free access tn 15 VP airport lounges in the UK or slgitifteant discounts 
at Hilton Hotels worldwide? 


I Would you benefit from a comprehensive professional development 
resource offering lesfing-edge courses, conferences and puMfcafions? 

I Should you be aware of, mid insured ag^nst, your liabilities as a c&ector? 

> Could you make use of an exciusto package of products and 
services including a Visa Gold Card with no annual fee, preferential 
rates on personal bans and many more? 

IF THE ANSWER TO ANY OF THESE QUESTIONS IS YES.,. 

You would benefit from membership 
of the Institute of Directors. 

If you are a director, partner sole proprietor or company secretary 
and would like more information about membership of the Institute of 
Directors, caH the Membership Development Department on 

0171 766 8888 FTB0BA 
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GRAND JURY CLINTON PREPARES TO GIVE EVIDENCE 


President expected 
to admit affair with 
Monica Lewinsky 


By Gerard Baker aed Mailt 

Suzman in Washington 

Washington at the weekend 
was awash In claims by 
news organisations about 
what the president will say 
when he arrives for his his- 
toric date with Kenneth 
Stair, the independent prose- 
cutor and his grand Jury this 
afternoon. And though Mr 
Clinton's personal lawyer 
warned that much of what 
was appearing was specula- 
tion, by late yesterday the 
broad outlines of Mr Clin- 
ton's likely defence were 
emerging. 

Confronted with an array 
of circumstantial and per- 
haps even physical evidence 
that, in spite of earlier deni- 
als, there was a sexual rela- 
tionship between him and 
Monica Lewinsky. Mr Clin- 
ton looked set to acknowl- 
edge that they did in feet 
have an affair . 

But it was not clear bow 
the president would charac- 
terise that relationship. Sev- 
eral reports, including one 
authored with sonorous sig- 
nificance by Bob Woodward 
of the Washington Post, indi- 
cated the president would at 
once admit to a sexual rela- 
tionship, but deny he com- 
mitted perjury in his earlier 
testimony in the Paula Jones 
case, where he denied he had 
had “sexual relations". 


The defence would be that 
the type of sex he and Ms 
Lewinsky had, did not fell 
into any of the categories of 
sexual relations defined for 
the purpose of the Jones 
case by the judge. 

But this is tortuous stuff, 
and may prove untenable. 
Elsewhere in his testimony 
in that case, Mr Clinton, 
when asked if be had ever 
been alone with Ms Lewin- 
sky, said he could not 
“recall" it Yet, if his charac- 
terisation of “sexual rela- 
tions" is to hold water, he 
would be put in the unusual 
position of saying that, when 
he gave that testimony, he 
had a specific recollection of 
the type of sex he engaged 
in, but could not remember 
if he was ever alone with Ms 
Lewinsky. Failing that, Mr 
Clinton might simply revert 
to a strategy of acknowledg- 
ing he lied in the earlier case 
and throw himself on the 
public's mercy. 

That course may in the 
end. prove navigable, but it 
presents him with four sub- 
stantial challenges - private, 
public, legal and political 

Of the four, the first is 
likely to be the most person- 
ally difficult far Mr Clinton. 
If the president does now 
admit to having had some 
form of sexual relationship 
with Ms Lewinsky, he will 
have to explain his previous 


denials to his family. 
Although the president has 
admitted infidelity in the 
past, White House advisers 
reportedly believe he has so 
far insisted to his wife and 
daughter that there is no 
truth to the allegations in 
this partic ular him , 

In the public arena, Mr 
Clinton seems at first glance 
to be in better shape. He is 
widely expected to be plan- 
ning some form of televised 
statement following his testi- 
mony. If he does change his 
story in th e grand jury, thpn 
he will be forced at the very 
least to admit to some form 
of inappropriate or improper 
relationship with Mb Lewin- 
sky even if he does not pro- 
vide any details. 

Polls Indicate that the pub- 
lic overwhelmingly believe 
Mr Clinton had an affair 
with Ms Lewinsky but 
approve his actions as presi- 
dent regardless. Given that 
the general public desper- 
ately wish to leave the taw- 
driness of 24-hour cable dis- 
cussions on oral sex behind, 
most people may well be pre- 
pared to accept bis mea 
culpa provided they do not 
believe hfan to be guilty of 
more serious crimes such as 
obstruction of justicel 
Legally, the problems 
remain. Mr Clinton may be 
hoping that if he acknowl- 
edges an affair, and, there- 





NEWS DIGEST 


AFRICAN BUBASSY BLASTS 
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Standing together: Bffl and HHary CBnton continue to present a united front 


fore, perjury, will his public 
act of contrition be enrmgh 
for Mr Starr to call off the 
hnnnris and end his investi- 
gation in the public interest 
It seems improbable. Mr 
Starr is also Investigating 
allegations that Mr Clinton 
obstructed justice and tamp- 
ered with witnesses. An 
admission of an affair ma y 
only embolden the special 
prosecutor in his question- 
ing: Furthermore, the judg- 
ment about whether or not 
to proceed with a possible 
impeachment is not Mr 
Starr’s to make. 


It is a political decision 
that lies with the congress - 
which is the fourth and most 
serious question ahead. 

Democrats have stood 
firmly by the president 
throughout the ordeal, only 
hesitating when it briefly 
seemed he was considering 
resisting a subpoena to tes- 
tify. With elections doe in 
November, they are unlikely 
to turn on a popular presi- 
dent whose record of over 
seeing a booming economy 
they hope to run on. 

Moderate Republicans, 
meanwhile, have publicly 


Media provide cold comfort for Clinton 


The state of Lewinsky’s dress has 
become a focus for the world’s press 
rather than matters of state 


By Cathy Newman to London 
and Our In te rnational Staff 

As President Clinton 
prepares to face the grand 
jury this morning, it will 
probably be little comfort to 
him to know that the world's 
media have plenty-of advice. 

Countless column inches 
in hundreds of newspapers 
around the world have been 
dedicated to opining on the 
nature of Mr Clinton's rela- 
tionship with Monica Lewin- 
sky, the White House intero. 

The matter has assumed 
such significance in the eyes 
of the media that, as the UK 
newspaper. The Scotsman, 
said: “A stain on Monica 
Lewinsky's dress seemed to 
be more important than mat- 
ters of state." 

In Australia, for example, 
television networks have 
become so pruriently fasci- 
nated by the story that they 
have taken to re-running 


c]fps of tbe' infamous Clin- 
ton-Lewitisky hugs. • - - 

Monica, usually deferred to 
as “That Woman" has 
become a regular item in the 
Australian media, even in 
country newspapers fichus 
the Kalgoorlie Mipii&'fiyea. 
the Australian Financial 
Review, the sober national 
business daily, had this to 
say on Friday: “Monica mat- 
ters because a focused presi- 
dent is essential to the 
smooth running of the 
world's only remaining 
superpower. So let's get on 
with it and talk about sex.” 

In the UK, the tabloid 
Daily Mail agreed, although 
it expressed its disapproval 
of Mr Clinton’s conduct In 
rather more puritanical 
tones. “It [the. affair 1 is 
demeaning America. And 
damaging the security of the 
free world," it stated. 

The Guardian, the UK's 
left-leaning broadsheet. 


thought differently. The 
Lewinsky affair “is not so 
earth-shaking that it should 
bring the president down,” 
the paper said. 

Italian newspapers, mean- 
while, have given, the. scan-, 
dal extensive coverage. 
Romano Prodi, the Italian 
prime minister, expressed 
his support for the US presi- 
dent and his leadership in an 
lt&an > daily- newspaper a* 
- few weeks ago. 

Furio Colombo, a well 
known commentator, also 
backed the president in a 
front page comment in Fri- 
day's La Repubblica. He 
claimed the moral level of 
the president’s prosecutors 
was low. For many 
Americans, he argued, the 
scandal was not so much the 
president but Kenneth Starr. 

At' the weekend newspa- 
pers warned of the political 
repercussions, especially on 
Wall Street, of an eventual 
impeachment of the presi- 
dent at a particularly fragile 
moment in the world econ- 
omy and in the financial 
markets. 


Other countries were less 
portentous, with John Rob- 
son of Canada's Ottawa Citi- 
zen asking the seemingly 
unanswerable question: 
Reflecting on the infamous 
.dress and. Its implications, 
be asks: "Why wasn't Mon- 
ica Lewinsky even naked?” 

Most Canadians, though, 
schooled an former prime 
minister Plgrrp Trudeau’s^ 
nostrum 'tibfat “government I 
.has no business in the bed- . 
roams of the nation, likewise 
appeared to believe the 
nation has no business in 
the bedrooms of the govern- 
ment 

That dress preoccupied the 
German press, though. Bild 
am Sonntag, the Sunday tab- 
loid, said Clinton’s only 
chance following sperm tests 
on the dress was to repeat 
his argument that oral sex 
did not constitute a full sex- 
ual relationship- That would 
maitg him look “ridiculous'’, 
but would enable him to 
stay in office, the paper said. 

There were no such sordid 
ruminations in China's prud- 
ish, state-controlled media. 


where there has been mini- 
mal coverage. Over the 
weekend, for example, only 
one newspaper offered any 
substantial look at the scan- 
dal. On page seven of the 
Liberation - Dailyy the. city's 
most famous broadsheet, 
there was an analysis head- 
lined the “See-saw war 
between the president and 
the prosecutor”. 

:-t*hiha’s government, 
whldk censors both domestic 
and international news, does 
not want to cultivate a pub- 
lic appetite for reporting the 
private goto® on of a presi- 
dent —in China, the sexual 
diversions of the country’s 
ruling class are only 
revealed when the pereon in 
question is dead or discred- 
ited. Nor is Beijing likely to 
sanction a media feeding 
frenzy oh Mr Clintom who 
by visiting" China last month 
bolstered the credibility of 
the Chinese government and 
helped build President Jiang 
Zemin’s domestic image as a 
statesman. In fact, when the 
Monica Lewinsky story first 
hroke, there were concerns 


that Mr Clinton's personal 
problem might interfere with 
the carefully planned state 
visit 

Since Mr Clinton’s rela- 
tionship-building' tour of 
-China-passed off unaffected 
by the Starr Investigation, 
official interest In the Lewin- 
sky matter has slipped. Still, 
there are clearly many 
people in China keenly inter- 
ested in Clinton's grand jury 
testimony. 

Last week, a Shanghai 
radio station hosted a call-in 
show focused an the bomb- 
ings of US embassies in east 
Africa. This served as an 
excuse for at least one lis- 
tener to call in and ask 
whether the scandal tainting 
Mr Clinton might affect bis 
handling of the bomb inci- 
dent. It was a circuitous 
route to raising the issue of 
Monica and the dress, but 
said much about what the 
public would rather be hear- 
ing about. 

Additional reporting by 
Andrew Fisher, Paul Betts, 
Edward Aided. James Hard- 
mg, and Owen Robinson ■ 


White House to appeal against tobacco ruling 


By Marti Suzman hi Washington 
and Richard Waters In New Ywk 

President Bill Clinton has 
vowed to press ahead with 
attempts to pass comprehen- 
sive anti-tobacco legislation 
despite a decision by an 
appeals court denying the 
Food and Drug Administra- 
tion authority to regulate 
nicotine. 

Mr Clinton said at the 
weekend that the adminis- 
tration would appeal against 
Friday’s court ruling that 
the FDA'S 1996 decision to 
begin regulating tobacco 
products was illegal. How- 
ever he also called on Con- 
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grass to work with him on 
new anti-tobacco laws that 
would formally resolve the 
matter without further legal 
disputes. ! 

“I am firmly committed to 
the FDA's rule and its role 
in protecting our children 
from tobacco,” Mr Clinton 
said. “If the leadership In 
Congress would act responsi- 
bly it would enact biparti- 
san. comprehensive tobacco 
legislation to confirm the 
FDA's authority and take 
the matter out of the court- 
room.” 

The ruling by a North Car- 
olina court marked, a huge 
setback in the administra- 


tion's attempts to crack 
down on the tobacco Indus- 
try. It follows a string of 
other court victories by 
tobacco companies, and the 
collapse of a anti-tobacco bill 
in the Senate that would 
have explicitly given the 
FDA authority to regulate 
nicotine and impose wide 
financial and regulatory 
restrictions on the industry. 

Anti-tobacco groups 
sought to play down the 
implications of the ruling, 
and some even expressed 
optimism that it might help 
the prospects for new 
tobacco legislation by put- 
ting pressure on Congress to 


act to protect children. 

However with elections 
due in November and a 
crowded legislative agenda; 
there Is little prospect of any 
fortius- action on the matter 
this year. 

Scott Williams, a spokes- 
man for the tobacco indus- 
try, said that tobacco compa- 
nies welcomed the ruling but 
did not see any need few fur- 
ther government interven- 
tion. “The industry remains 
firmly committed to taking 
meaningful steps to reduce 
under-age tobacco use, ” . 

The FDA regulations - on 
the. industry will remain in 
force while an appeal Is 


being heard. Given that the 
case has potentially wide 
implications for rule-making 
by other executive agendas, 
analysts believe It Is likely 
to go all the way to Supreme 
Court before being resolved. 

Friday's ruling, though a 
dear victory for the tobacco 
companies, had little imme- 
diate impact on the share 
prices of the biggest tobacco 
companies. This was a sign 
that investors were unwill- 
ing to change their percep- 
tion of the industry on the 
strength of & single l egal vic- 
tory, according to. Wall- 
Street analysts: V 7 ,. -l . 

The share juices of compa- 


nies such as Philip Morris 
fell earlier this year as the 
prospects of a US tobacco 
settlement ev ap o r ated, only 
to rebound In recast weeks 
as hopes of a deal resur- 
faced. 

Against that background, 
and with the November elec- 
tions stiU overshadowing the 
talks, the stock market 
seemed unwilling to see the 
decision as a catalyst that 
would make a deal more 
likely. 

Others analysts predicted, 
however, that the tobacco 
Industry would benefit as 
-the implications of the rul- 
ing sank In. 


suggested that they too 
might be pr e p ared to forgive 
Mr Clinton, if he changed his 
story and admitted to an 
affair. Nevertheless, the par- 
ty’s right wing is likely to 
put heavy pressure cm the 
leadership to take tougher 
action if Mr Clinton does 
admit to an »ffah-- 
In short, while very few 
Americans sess to want the 
Lewinsky affair to drag on 
much beyond today’s his- 
toric event, it may have 
some time to run yet. 

Edftoriaf Comment, Page 11 


Pakistan sends bombings 
suspect to Nairobi 

Pbkfaten said yesterday ft bid arrested a suspecdtnljia 
bombings of the US embassies la Kenya and Tenrarta 
and sent Wm to Nairobi ■ - .. „ . 

Thai suspect a 32-vaar-okJ man, was arrostoa awnedi- . 

Nairobi orr August 7. the day of 
the bombing, Pakistan's Foreign Ministry said. ■ . -. 

The bombs killed at least 247 In Nairobi end 10 people 
in Dares Salaam. ■ ^ ■ 

Pakistan's natkmrf &vgteh4ffl!gtiage da8y. The News; - 
reported that the suspect was hearing towards Afghan- 
istan when he was arrested by the 1 authorities hi Karachi, 
Pakistan’s main port city-: ' , . 

It said the suspect had been stopped by the airport 
authorities on suspicions that ha was travalBng on forged 
documents. He b abo reported to have Wentittad other 
suspects who arrived In Pakistan before the bombings and 
are bdteved to have proceeded to neighbouring Afghan- 
istan. Reuters, Islamabad . . 

GERMAN S OCIAL SECURITY ^ 

SPD plans underfire 

Plans by Germany's .opposition Social Democratic party to 
rcT back reforms on pensions. aocbJ security and labour 
laws if it wins next month's elections drew sharp criticism 
from the government yesterday. 

The SPD, headed by Gerhard SchrBder, b expected to 
outfine its plans to revere© the reforms on Thursday in an 
action programme to be imptementad speedily If It wins 
the election. 

"We want more social Justice,” said Franz MQntefering, 
SPD general secretary. "Thatb why we wffl correct fChan- 
cetfor Helmut] Kohl's mistakes on pensions, protecting 
workers from being fired and Sick pay.” 

Peter HIntze, general secretary of Mr Kohl's ruling Chris- 
tian Democratic party, said the SPD programme would be 
a dtaaster for the economy, bringing the danger of heavy 
job losses. Norbert BIQm^ labour minister, said Mr Schro- 
der was mfstaaefing voters by promising to reduce labour 
costs white ending government reforms aimed at achieving 
thb. 

The SPD wants to reinstate generous sick pay and job 
seoktty rules. Prom need year, state pensions win move 
towards a level amounting to 64 per cant of final net 
wages from 70 per cent now. The SPD says thb would 
hurt people on low incomes. And r e w Fteher, Frankfurt 


DEUTSCHE TELEKOM 


Protest at connection ruling 

Deutsche Telekom has launched a fresh attack on Ger- 
many’s telecoms regulator after bring forced to grant a 
favorable connection rate to a new competitor tint the 
former monopoly carrier argued was Inappropriate. 

Low “Interconnection” rates for new competitors wanting 
to link their services with those of Deutsche Telekom have 
triggered fierce competition in the German market since its 
full liberalisation on January 1. The regulators' latest deci- 
sion could help open the market further. Deutsche Tele- 
kom said it was “amazed” the regulator had forced the 
(teal with ID Switch of DQssridorf. It pointed out discus- 
sions were continuing to put a barrier between companies 
entitled to interconnections rate and those which should 
pay less generous “re-sriter” rates. Ralph Aikfns, Bonn 


VENEZUELA ALUMINIUM 

Third sell-off attempt 

The Venezuelan government will make a third attempt to 
sett the state aluminium Industry with a public tender for a 
70 per cent stake on September 7, the privatisation 
agency, FIV, announced. 

The base price of $1.55bn as wefl as other contractual 
terms will remain unchanged from the fe3ed attempt on 
Jufy 23, when a consortium made up of BilBton of the UK, 
Kaiser Aluminum of the US, .and Venezuela's Sural fated 
to present an offer at the last minute. 

All three have expressed their continued Interest in the 
assets. According to local press reports. Sural has 
reduced its share In the consortium from 30 per cent to 15 
per cent, white Bf Alton and Kaiser have 50 per cent and 35 
■per cent respeettvefy. 

In order to prevent yet another surprise withdrawal, the 
government wfli now require a $120m deposit by Septem- 
ber 3. Any consortium interested in bidding.muBt register - 
before August 28. Raymond CoBtt, Caracas 


PALESTINIAN TENSION 


Hamas prisoner escapes 

A senior member of Hamas, the Islamic Resistance Move- 
ment escaped from a Palestinian Authority prison at the 
weekend, sparking renewed tension between Hamas and 
the PA heeded by Yassir Arafat, president of the self-rule 
government - 

Imad Awadaflah, the escaped prisoner, had been in cus- 
tody since last April after the mysterious death of Muhyi- 
deen at-Sharff, a sus p ected Hamas bombmaker, in the 
West Bank town of Ramaflah in late Mach. The PA had 
accused Awadaflah of being involved in the killing as part 
of an internal Hamas power struggle. But Hamas laid the 
blame on Israel and the PA. Avi Machfia, Jerusalem 


Daley warns on political fallout of Asian crisis 
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By Gerard Balter In Washington 
and Menard Waters 
in New York 

For William Daley, US 
commerce secretary, one of 
the least enjoyable tasks 
these days Is the presenta- 
tion of the monthly balance 
of payments statistics to the 
American public. 

The figures have never 
been good. But in the last 
year, the Asian financial cri- 
sis and tiie soaring dollar 
have made the job especially 
painful Yet until now, the 
conventional wisdom has 
been that, however bad the 
foreign trade statistics, the 
underlying strength of the 
American economy would 
limit any domestic political 
fallout With the unemploy- 
ment rate below 5 per cent 
wages rising strongly and a 
stock market stiU 10 per cent 


higher than it was a year 
ago. there seems unlikely to 
' be much angst even If the 
current account deficit 
should rise to $250bn or 
more. 

According to Mr Daley, 
however, that widespread 
complacency will not last “I 
do believe there will be a 
political reaction,” he said In 
an interview with the Finan- 
cial Times last week. "There 
will be an impact In certain 
sectors - and there will be 
political reaction in certain 
areas of the country.” 

American companies in 
some industries, including 
steel and semiconductors, 
are suffering and Mr Daley 
predicted that the pressures 
will intensify as the deficit 
continues to widen. The 
political result “The time 
could be ripe sometime next 
year for demagoguery,* with 


a return to the sort of protec- 
tionist rhetoric employed by 
Patrick Buchanan during 
the last presidential election 
campaign. 

Mr Daley's warnings 
clearly have a specific intent 
- to convey a stem message 
to the rest of the world, espe- 
cially Japan, the US’s largest 
trading partner. He repeats 
the US view that Japan is 
the key to the resolution of 
the Asian crisis and contin- 
ues to press for action on 
banking reform. 

Yet he is surely right that 
the political dynamics of 
trade are set to change over 
the next year. Al Gore, the 
vice-president and favourite 
for the Democratic presiden- 
tial nomination, will be chal- 
lenged, it seems by Richard. 
Gephardt, leader of the parly 
in the House of Representa- 
tives. Mr Gephardt is espec- 



Dateyrfoomplacancy won't baF 


ted to run a populist crusade 
that will land blows on the 
free trade, approach of the 
Clinto- administration.- 
Despite this, Mr Daley, 
who took over as commerce 
secretary 1$ months ago, 
says he is confident the pres- 


ident will not dilate his com- 
mitment to open markets. 

As one sign of that, he 
expects to get legislation for 
fast track trade negotiating 
authority for the president 
passed by Congress soon. 
But Mr Daley expresses 
scorn for the latest Republi- 
can ploy to. embarrass the 
administration over this 
issue. -Republican leaders 
have promised a vote on fast 
track next' month - a move 
designed to open a rift 
between the administration 
and House Democrats, who 
are unexithusxastic. 

According to Mr Daley 
that Is a tactic that could 
backfire. Newt Gingrich and 
other Republican leaders 
had hoped “to emteurassifce- 
president - but It how has 
thiwrp in a pickle, because he 
[Gingrich] can’t ' deliver the 
number of votes he. had in 


November,” the last time the 
issue came up- 

Whatever the short-term 
political dynamics, Mr Daley 
says he hopes to get fast 
track back on the legislative 
agenda during the first half 
of next year. Next .time, 
though, he concedes that the 
administration will; have to 
sell the cate for fast track 
more persuasively, and 
make concessions to. reflect 
the sort of fears that helped 
MQ tiie initiative before. 

“There has got to be some 
acknowledgment that- the 
American people have some 
real pon cem s about globali- 
sation,” he said. “The envi- 
ronment ahd labour are real 


That suggests that Ameri- 
can businesses wffl be asked 
to make , concessions for the 
sake of a deal oh trade. 

While that battle Is still 


some way off the commerce 
secretary is confident that a 
solution is dose one matter 
of more immediate concern 
to American business - the 
European Union's controver- 
sial moves an electronic pri- 
vacy. While acknowledging 
that there are still funda- 
mental differences between 
the two sides over protection 
of data on the Internet, Mr 
Daley said he expects to be 
able to head off a confronta- 
tion before the EU Imple- 
ments a proposed directive 
next month. 

- That diredive, “If taken to 
its ultimate, could cause 
.some serious disruptions,” 
he. warned. But he added 
that high-level discussions 
with, the EU offered' some 
hope that the proposals 
would be watered down - 
thanks In. part to pressure 
from European busines ses. 
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RUSSIAN FINANCIA L MARKETS 

Regions keep 
their cool in 
face of crisis 


By Atfrid Wendtandt 
h Nizhny Novgorod and 
John TfconibiH in Moscow 

The turmoil in Moscow’s 
financial markets caused 
concern in the regions at the 
weekend as Russians lined 
up at exchange points to 
change their roubles into 
safer currencies. However 
many remain philosophical 
in the Ehce of the crisis. 

“In the past two days I 
have seen a lot or people 
coming to withdraw their 
money and change them Into 
dollars," said Olya, a clerk at 
Sberbank, the state savings 
bank, in Nizhny Novgorod, 
an ancient city on the banks 
of the Volga river. 

“It is because of what they 
read in the papers about the 
financial crisis in Moscow,", 
she said. The exchange rate 
at the Sberbank branch 
jumped from 6.32 to 6.45 rou- 
bles to the US dollar 
between Friday and Satur- 
day due to the Increase in 
demand. 

The rouble stood at 6 to 
the US dollar at the begin- 
ning or the year - although 
its slide has only been 
slowed by massive interven- 
tion from Russia's central 
bank. 

While Russians are 
unnerved by the current 
developments in Moscow, 
many play down the crisis, 
saying times have been diffi- 
cult for a long time. “Person- 
ally. 1 have been in a con- 
stant financial crisis. What 
difference does it make for 
me if there is now one in 
Moscow,” says Lera. 45, who 
sells canned vegetables piled 
up on a wooden table in the 
city centre. 

After asking regional cor- 
respondents to check the 
financial pulse of Russians 
throughout the country, the 
IzvesLiya newspaper reached 
a similar conclusion. "For 
the overwhelming majority 
of Russians the financial cri- 
sis remains a harmless and a 
rather boring scare story on 
the television and in the 
newspaper columns." it said. 
“Fortunately, the population 
is not frightened." 

hi Nizhny Novgorod. ' the 
former political proving 
ground or both Sergei Kiri- 
venko. prime minister, and 
Boris Nemtsov, deputy 
prime minister, businesses 


remain unfazed by the mar- 
kets' nosedive. Crisis or no 
crisis. Russians say they 
spend their money all the 
same. 

“The country is always 
unstable so when r have 
money I spend it immedi- 
ately either to pay back my 
debts or to buy ftumiture for 
my house," said Andrei, a 
20-year-old shop assistant in 
an electronics shop. He' said 
the shop's turnover bad not 
been affected by the crisis. 

“The recent change in 
weather has been influenc- 
ing sales much more than 
the financial crisis.” said 
Marina Pokkid. 41, director 
of Le Monti clothes shop on 
Nizhny Novgorod's main 
street. “The autumnal 
weather which has swept 
over Russia in. the last.10 
days made people buy boots 
and warm sweaters, but 
overall sales have remained 
the same " she said. 

In a nearby jewellery 
store, shop assistants tell the 
same story. “ I frankly have 
not noticed any change." 
said Irina Mironova, a clerk 
at the Onyx jewellery store. 

“Back in 1991 when there 
was a real crisis people used 
to buy a lot of diamonds and 
gold." she said. “I have seen 
none of that happen now.” 

Because Russians have 
lived in a seemingly perma- 
nent state of crisis for most 
of the past decade, many 
have learned to save money 
in US dollars to protect 
themselves from the vaga- 
ries of their own currency. 
On some estimates, the 
value of US dollars in circu- 
lation in Russia exceeds the 
worth of roubles. 

Nevertheless, the legend- 
ary passivity of Russia's 
150m people may be tested 
this week if some big Rus- 
sian banks collapse, as many 
economists now fear. Some 
bank branches in Moscow 
were shut on Friday causing 
anxiety among their deposi- 
tors while a Tew currency 
exchange points were only 
prepared to sell dollars at a 
rate of 1:8. 

Yet Russian banks close 
all the time for unspecified 
"technical reasons". It is 
only if the temporary inter- 
ruption to trading proves 
longer lasting that that con- 
cern is likely to turn into 
panic. 


Rebels argue as 
Kosovo conflict 
winds down 


8y Guy Oiranore in Pristina, 
Serbia 

Villages were burned 
yesterday in Serbia’s Kosovo 
province following a govern- 
ment offensive against sepa- 
ratist rebels that appears to 
bo winding down and has 
divided the ethnic Albanian 
leadership into two factions. 

Serbia proposed that peace 
talk?, stun this week, but 
analysts -aid there was little 
chance uf meaningful negoti- 
ations while leaders of Kos- 
ovo's Albanian majority con- 
tinued to argue among 
themselves. 

Police took journalists to 
the village of Junik. one of 
the last remaining outposts 
of the rebel Kosovo Libera- 
tion Army (KLA) that was 
captured on Saturday. Junik 
bore little sign of damage 
and was deserted except for 
IT elderly Albanians too 
weak to jom several hundred 
civilians who had fled over 
the nearby mountains into 
Alliama. 

Columns of smoke rose 
above several villages close 
Ui the strategic road between 
the- ioivns of Pec and Dec- 
ane. Tens of thousands of 

civilians have fled their 
homes in southern and cen- 
tral Kosovo following a 
mouth-long government 
offensive that has dislodged 
KLA fighters from most of 
their rural bases. 

The rout of the KLA has 
strengthened Ibrahim 
Rugova. “president" of a self- 
declared Kosovo government 
who lias been bitterly critic- 
ised by tl\e militants for liis 
policy of passive resistance 
to the Belgrade regime led 
by President Slobodan Milos- 
evic. 

List Thursday Mr Rugova 
annum iced a new negotia- 
ting team that excluded all 
his political opponents. os 
welt as the KLA. despite 
efforts by L r S envoy Chris 
Hill to get Kosovo's fractious 


Turks lose out as German election campaign hots up 


it 


Community groups fear even mainstream political parties will 
tough line on foreign criminals to win votes at the' election on 


use' scapegoat tactics and promise a ■ 
September 27 , , writes Tobias BikK . , : 


M ehmet's lasting 
impressions of Ger- 
many, the country 
where the 14-year-old Turk- 
ish boy has lived all his life 
and whose language he 
speaks better than his 
mother tongue, will probably 
be formed behind bars. 

In a prison near his birth- 
place Munich, he awaits 
deportation to. Turkey, fol- 
lowing an order by the city. 
His permits, who have lived 
in Germany for 30 years, will 
have to leave the country 
with him. 

Mehmet (a pseudonym) 
had committed more than 60 
criminal offences including 
robbery, grievous bodily 
harm and burglary before 
his I4th birthday. 

Until then, his young age 
prevented Mehmet from 
being prosecuted. Instead, he 
received intensive one-tocne 
counselling from social 
workers and psychiatrists. 

However, shortly after his 
14th birthday he and three 
others attacked and robbed a 
19-year-old student, and 
Mehmet met the full force of 
the law. 

However, the fate of Meh- 
met and his parents still 
hangs in the balance - in 
September a Bavarian court 


wlU rule whether the depor- 
tation order was legal and 
the family’s lawyer has 
vowed to light the case all 
the way to Germany's consti- 
tutional court in Karlsruhe. 

German politicians have 
greeted his imprisonment 
and possible deportation as a 
signal of a crackdown ion 
criminal foreigners. But rep- 
resentatives of Germany's 
large Turkish community 
fear foreigners are increas- 
ingly being used as targets 
in the run-up to general elec- 
tions on September 27. 

Many of Germany's 7.5m 
foreigners in are angry and 
resentful about the case of 
Mehmet. "It is awful for. 
Turkish parents, every day. 
they now have to ask them- 
selves: Did our children do - 
anything that could gel us 
expelled?’, saySYasar Bilgin. 
head of the Turkish citizens’ 
coundL. 

While acknowledging that 
Mehmet was heading for . a 
career in serious crime, rep- 
resentatives of Germany's 
2.1m residents of Turkish 
origin said It was wrong to 
send him to Turkey. 

Mehmet, they argued, had 
been born and educated in 
Germany - he even boasts a 
Bavarian accent Why, they 


asked, should he be treated 
differently from a criminal 
youth with a German pass- 
port? ■ 

To them, the answer is 
clear, with Germany’s elec- 
tion looming; politicians see 
-a tough line on crime and 
foreigners as a vote winner. 
In April, the far-right Ger- 
man People's Union' (DVU) 
found its anti-foreigners 
campaign was rewarded 
with the. highest vote for a 
far-right party In post-war 
history during a regional 
election In the eastern state 
of Saxony-Anhalt ' j- . 

M any foreigners .how 
believe that /the 
Saxony-Anhalt elec- 
tion has persuaded Ger- 
many’s political mainstream 
that there is increasing 
-empathy with DVU slogans 
such as "German jobs for 
Germans" and "Ouft with 
c riminal foreigners". 

The last few montbs have 
sera a further tightening of 
Germany's asylum, laws, a 
government coalition spat 
over whether foreigner^ 
should learn German before 
being admitted to the 
country , politicians 

protesting against a 
“multi-cultural" radio 


service and adec&idn by the 
federal . state ' 'of- 
Baden-WGrttembttg hot: to 


fitooi; the right fraftbd' 

conservative parties* •’ into 
counter action. "We can only 


employ a -Moslem school fight ■ the . far-right if -we 
teacher wh? wanted to wear prove , that mainstream, 
her traditional Head sfcfcrf 1 political parties can solv6' 
during class. •' the problem,* said Bemd 

Tbese.and other incidents, Prptmer. the CSU*s general 
might not be connected, hut secretary. • 
with Mehmet waiting for- Although statistics -on 
possible deportation; the crime .in the foreign 
debate over criminal community are notoriously’ 
foreigners has clearly moved tareUatile, interior ministry 



to centre stage. 

Opinion polls have found 
that voters put crime 


figeues say 27-9 per cent' 
of aR police suspects were- 
foreigners, a slight drop 


prevention, and policy on from 2&5 per cent the year 
foreigners among the most before, while foreigners 

important topics of this acccnmt for roughly nine pa- 
year’s election, just behind cent Of the country's 


unemployment and social population. 


security. 


In drug related offences. 


The campaign manifestos this climbs to 50 per cent 
of -Germany's* two biggest and above. 


‘ parties, Helmut Kohl’s 
Christian Democrat Union/ 
Chris tian Social Union and 
the opposition Social 
Democrats (SPD), reflect 
these concerns. 

Turks are particularly 
disappointed with the SPD - 


However, the interior 
ministry points out that a 
high prcgxirtiDn of foreigners 
living ‘In Germany are 
young, urban and male and 
that other factors such as 
illegal immigrants and 
offenders based in 


a party that just a few years neighbouring countries - 


ago was their natural 
advocate in parliament 
This round, Gerhard 
Schroder, the SPD’s 


who do not ~ appear In 
population figures - further 
distort any comparison. 
Amid, election campaign 


chan cellor candidate, has retboric, few politicians dare 
been keen to woo voters to raise the. finer points of 


Germany’s muddled policies 
on immigration, citizenship 
and crime prevention, 
leaving foreigners with a 
distinct sehse-of rejection. 

Safter Cinar, a 
representative of the 
Turkish community, said: “A 
few years ago, I was advising, 
many young Turks in 
Germany the formalities 
of acquiring a German 
passport. ’ Now they have 
started asking me: Why 
should I take on their 
nationality?*" 

He has observed with 
bitterness that young Turks 
are turning their backs on 
German society. . "It has 
become much more *us* and 
than' now.' 

Germany’s general 
election may still be six 
weeks away, but it seems 
that already tire campaign 
has found its first losers. 


parties to agree on a broad- 
based line-up. 

Veton Surroi, editor of the 
Albanian language newspa- 
per Koha D i tore who was 
left out or Mr Rugova ’s team, 
described U as “a duck with 
one leg”. 

The KLA named for the 
first time its own political 
representative - Adem 
Demaci. head or the Parlia- 
mentary party of Kosovo 
who spent 27 years as a 
political prisoner and is 
believed to have close ties 
with militants based in Swit- 
zerland. 

Mr Demaci, in remarks 
published In Koha Ditore, 
said he expected the KLA to 

Rout of the KLA 
has strengthened 
Ibrahim Rugova 


adopt new methods of war- 
fare "harder, stronger and 
more unacceptable to the 
Belgrade regime". 

Diplomats expect KLA 
extremists to abandon tac- 
tics of trying to control terri- 
tory and instead launch 
guerrilla-style attacks. The 
KLA itself is believed to 
have divided into two broad 
factions, for and against Mr 
Rugova. 

There appears little 
chance of peace talks resum- 
ing soon. Mr Rugova said 
Belgrade must first holt Its 
offensive and withdraw its 
police forces. 

But in the first sign of 
compromise. Fob mi Agani, 
the leading pro- Rugova nego- 
tiator, said that although 
their ultimate goal remained 
independence far Kosovo a 
shirting point for talks could 
be the autonomous status 
held by the the province 
from 1974 to 1989 When it 
was abrogated by Mr Milos- 
evic. 
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BANGKOK BANK BAILOUT I7.5BN PACKAGE PRAISED BY BANKERS AT HOME AND ABROAD DESPITE BUILT-IN COMPROMISES 


Rescue bends to winds of Thai politics 


By Ted Barfecke h Bangkok 


hi the history or gove rnme nt 
attempts to rescue their 
financial systems there 
been the Mexican model, the 
Swedish model, the US 
model and a host of others. 

As befitting a plan drawn 
up with the assistance and 
approval of the International 
Monetary Fond, the $7.5bn 
bank bailout package 
ann ounced by Thai officials 
on Friday night borrows 
from all these models. But at 
its core, the plan bends to 
the winds of Thai politics. 

In that lies the plan’s bril- 
liance. winning it wide 
praise from analysts and 
local and foreign bankers. 
Even the political opposition 
can find little to get wound 
up about But as with previ- 
ous ambitious but unrealised 
Thai plans on privatisation 
and financial sector liberalis- 
ation. the built-in political 
compromises give last 
week's financial bail-out 
plan some potentially fatal 
weaknesses. 

In essence, the plan does 


three things. It provides gov- 
ernment support to a small 
but influential core of Thai 
banks to raise much needed 
capital It closes some of the 
weakest and smallest institu- 
tions. And it gives unprece- 
dented incentives for new 
investors - mostly foreign - 
to invest in and take over 
Thai banks. 

“They put together a 
pretty comprehensive pack- 
age." says Russell Kopp, 
head of Asian bank research 

at Dresdner Kleinwort Ben- 
son. “There is a highly 
charged political element 
hoe. But they nailed the big 
issues.” 

In designing the plan the 
government had to cater to 
two domestic constituencies. 

It bad to hold off the oppo- 
sition. which has scored 
near-fatal political points by 
accusing the government of 
favouring the rich over the 
poor. And it had to give 
more time and help to the 
Sino-Thai elite, royal family, 
military and bureaucracy to 
put their financial houses in 
order. 


The Thai government suc- 
ceeded in doing both. The 
top six banks. Bangkok 
Bank. Krung Thai. Thai 
Fanners. Siam Commercial, 
Bank of Ayudhya and Thai 
Military, which represent 
the above constituencies, 
have been given a new lease 
of life. In particular, a relax- 
ation of capital requirements 
has provided them with a 
breathing space. 

These institutions are ah 


after ruling out wholesale 
nationalisation, which would 
have incurred the wrath of 
foreigners who earlier this 
year poured more than S2bn 
into Thai banks, there was 
little choice. 

“This is a systematic crisis 
and we have to solve it," 
says Anoop Singh, deputy 
director of the IMF’s Asia- 
Pacific Department. “The 
way to do that is to channel 
investment Into existing 


‘This is a systematic crisis . . . The 
way to solve it is to channel 
investment into existing institutions’ 


expected immediately to 
enter the government’s pro- 
gramme to provide up to 
BtlOObn ($2.4bn) in non- 
tradeable government bonds. 
In return they wih have to 
restructure bad debt and 
make new loans to the pri- 
vate sector. 

This help has led to some 
charges of favouritism. But 


institutions.” 

A potential pitfall of this 
method is that some banks, 
namely Siam Commercial, 
Bank of Ayudhya and Thai 
Military, may be able to 
scrape by with government 
help but never recover suffi- 
cient strength to kick-start 
the economy. 

But more help would have 


cost mare money. And the 
plan’s relatively small cost 
given the Thai government's 
low overall debt position, 
plus the fact that the 
BtSOObn available in trade- 
able government bonds, 
comes only at a vay high 
price to existing sharehold- 
ers, has stymied immediate 
opposition criticism. The 
government's capital assis- 
tance will require an imme- 
diate write-off of non- 
perfbrming loans. 

In addition, gristing share- 
holders wfll either benefit or 
suffer a fata l blow depending 
on their ability to manage 
their banks over the ngrt six 
months. If the government is 
farced to intervene directly 
by finding new investors, 
existing shareholders wfll 
find their stake dilated a i r d 
1o«>a control ova: their famV- 

StilL some analysts think 
the $7.5bn on offer is only 
about half what is needed to 
recapitalise the banks. What 
still promises to he explosive 
politically is that the plan 
requires about $5bn in new 
private foreign capital to be 


successful. Tarrin Simmana- 
haemintfa. finance minister, 
told analysts at the week- 
end. 

Previous. Thai plans felled 
because they also relied on 
foreigners to come to the res- 
cue. Kit under the plan, for- 
eign hanire are being given 
strong Incentives: stop-loss 
pledges from the govern- 
ment and a guaranteed mini- 
mum yield. Interest could be 
reawakened. 

Nakomthon Bank is likely 
to be sold within weeks 
under this scheme and 
JP Morgan, the govern- 
ment’s adviser, is confident 
it can sen two more hanks 
this way by the end of the 


rhtt, tH«» government 
to reassure foreign investors 
that delayed reforms to its 
bankruptcy, closure and for- 
eign investment laws will be 
im pto n gn t u d- These are even 
more difficult politically 
than the banking bailout 
and an acceptable compro- 
mise may just not exist. 
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Foreigners’ flight from 
Congo gathers pace 


By Michela Wrong 


Foreigners continued to flee 
the Democratic Republic of 
Congo yesterday, amid grow- 
ing speculation that Presi- 
dent Laurent Kabila had 
given up hopes of halting a 
rebel advance on Kinshasa 
and was preparing to rebase 
in his native province of 
Katang a. 

The departure of hundreds 
of European, American. Leb- 
anese and South African 
nationals fuelled growing 
anti-western sentiment in 
the tense riverside city, 
where inhabitants were 
braced for the imminent 
arrival of rebels who have 
sworn to topple Mr Kabila. 

Interviewed on state tele- 
vision. Mr Kabila's chief of 
staff dismissed the fleeing 
foreigners as “rats fleeing 
the ship” and said he did not 
understand their motives. 


“Do they think there is 
going to be an earthquake 
here?” asked Mr Abdoulaye 
Yerodia. “If so, they should 
ten us.” 

But his defiant stance was 
undermined by official 
admissions that Mr Kahila , 
who has' not been seen in 
Kinshasa for almost a week, 
was currently in the 
southern city of Lubum- 
bashi, which last year served 
as his own rebel headquar- 
ters. 

Coming at such a key 
juncture, the presence in 
Lubumbashi of both the 
president and several cabi- 
net ministers originating 
from Katanga lent weight to 
regional analysts' predic- 
tions that Mr Kabila was 
planning to rebase in the 
southern capital where he 
feels safest 

That withdrawal would 
bring the feared break-up of 


central Africa’s largest state 
a step closer, raising the pos- 
sibility of a repeat of the 
1960 crisis when Moise 
Tshombe announced Katan- 
ga’s secession from newly-in- 
dependent Zaire. 

Mr Kabila’s government 
was still faHrinp tough yes- 
terday, with Didier 
Mumengi, the interim* minis- 
ter. saying it was preparing 
“systematic mopping up" 
operations in territory the 
rebels claim to have occu- 
pied. 

But there were few signs 
of the army being able to 
resist a campaign being 
waged with a far higher 
level of technological 
back-up than Mr Kabila's 
seven-month march on Kins- 
hasa in 1997, a degree of 
sophistication pointing to 
the involvement of neigh- 
bouring Rwanda. 

Rebel spokesmen said yes- 



Frendi poHce direct evacuees arriving at Roissy-Charies de Gaulle airport y es terd a y 


terday their forces were 
marching on Mbanza 
Ngungu, a small town 95 
miles south-west of Kins- 
hasa, reinforcements were 


being flown to Matadi, and 
government troops were 
defecting to their side as 
they advanced. * 

The reports could not be 


confirmed. But they were 
bound to put pressure on for- 
eign governments to acceler- 
ate their evacuation .of for- 
eign nationals. 




Brunei feels 
tugged by 
east and west 


Religious fervour and modemreformsboth 
shape the sultanate, writes Sheila McNulty 


B runei has ordered 
McDonald's to stop 

Importing processed 
meat from the neighbouring 
Moslem country of Malaysia 
- as part of a wider effort by 
religious authorities to 
tighten their grip on the 
Islamic sultanate. 

A sign taped to the 
entrance warns that 
McDonald's no longer serves 
Big Macs, or any burgers, 
much less McCbieken and 
McNuggets. Egg sandwiches 
are the key item on 
offer. . 

For the six years that 
the US fast-food restaurant 
has operated in Brunei, 
it imported meat from 
Malaysia, where it was certi- 
fied haled after being pre- 
pared according to Islamic 
law. 

But religious authorities 
in Brunei are lifting their 
standards and question 
whether Malaysia’s are as 
high. The import of all pro- 
cessed meat is banned, pend- 
ing review. 

Bruneians and diplomats 
say the ban illustrates a 
growing conservatism in the 
sultanate. There has also 
been a rush of raids on back- 
street sellers of alcohol, 
which is forbidden. In addi- 
tion. one of the sultanate's 
most religious men has been 
appointed head of the Brunei 
Investment Agency (BIA). 
which manages its overseas 
assets. 


Prince Jefri, the disaf— black. And people do not 
fected younger brother of cover their faces. 


the sultan, used to head the 
BIA. But he insists Moslem 
conservatives, “backed by 
shadowy foreign advisers 
with questionable motives" 
- reportedly from Iran and 
Libya - have gained an 
unhealthy influence over the 
sultan. 

They resented his modern- 
ising the economy, he 
says, and orchestrated the 
collapse of his Amedeo 
construction company. That 
led the sultan to 
strip Prince Jefri of 
power. 


Women frown on the sul- 
tan marrying two wives, 
even though Moslem law 
permits four. Mosques per- 
mit non-Moslem women to 
visit, while in neighbouring 
Malaysia, no outsiders are 
allowed inside most 
mosques. 

And on the Royal Brunei 
Airlines flight on the way 
out, Moslem prayers for a 
safe journey are followed by 
Seinfeld, the very Jewish US 
television show. The extrem- 
ist form of Islam still feels a 
long way off. 


Hong Kong plays with fire 
in attempt to hit speculators 


Hoag Kong 

Hang Seng Index 
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Although the market rallied last Friday, the surge may not last as the territory’s economy 
has not improved and the move could be seen as desperate, warns John Ridding 


W hen the Hong 
Kong government 
launched its 
unprecedented intervention 
in the stock market on Fri- 
dnv jt backed its move with 
to talk. "We are going to 

hit • speculators where it 

hurts,” said Joseph Yam. 
head of the Hong Kong Mon- 
etary Authority. 

But the bold move was 
more a sign of weakness 
than of strength. It under- 
lined the increasing pres- 
sures facing the recession- 
torn economy and its link to 
the US dollar. Critics warned 
the move could backfire and 
damage the territory’s free 
market reputation. 

The government empha- 
sised its action was excep- 
tional and specific. It said 
the aim in buying shares 
was not to support the stock 
market but to hurt specula- 
tors profiting from a “double 
play”. This refers to a strat- 
egy where hedge funds reap 
rewards from short stock 
market positions - where 
investors sell shares they do 
not own, expecting their 
price will fall - by attacking 
the currency and forcing 


interest rates higher. 

Donald Tsang, financial 
secretary, described the 
move as “a surgical correc- 
tion to deal with a tempo- 
rary attack". 

Many local newspapers 
backed his stance, while 
some in the investment com- 
munity saw the action as 
understandable, if regretta- 
ble. “These are exceptional 
times." said a senior invest- 
ment banker. “With very low 
trading volumes and severe 
disruption to long-term capi- 
tal flows there is an awful 
lot of manipulation going on 
through the stock and cur- 
rency markets.” 

But there was also criti- 
cism. “This is a huge cost to 
our reputation as a financial 
centre,” said Martin Lee. 
leader of the Democratic 
party. “The invisible hand of 
Adam Smith has been 
replaced by the invincible 
hand of the government." 
Investment analysts said 
intervention had created 
uncertainty over the opera- 
tion of the stock mar ket 

“When will the HKMA 
unload its shares? How do 
they define improper specu- 


lation?” asked one fond man- 
ager. "There could be a con- 
flict of interest if they 
bought shares in the banks 
they supervise," he added, 
referring to the HKMA's role 
as hanking supervisor. 

For others, the perceived 
need to open another front 
in the battle against specula- 
tors showed the administra- 
tion was looking less invinci- 
ble in its defence of the 
currency peg, the linchpin 


‘This is a huge 
cost to our 
reputation as a 
financial centre’ 


of the financial system. 

Stock market intervention, 
they added, signalled an 
attempt to avoid an interest 
rate rise, the currency 
board's automatic adjust- 
ment mechanism. Christine 
Loh, leader of the Citizen’s 
party, said the territory’s 
currency board mechanism 
had been “bastardised”. 


This shift from a classic 
adjustment process signals 
to many that the govern- 
ment is unwilling to take the 
pain of asset price deflation 
and is increasingly swayed 
by local political pressure. 
“They are keen to avoid a 
collapse in asset prices,” said 
Nefl Saker, bead of regional 
economic research at SG 
Global Equities. “There is a 
dear pattern. They tried .to 
intervene in the property 
market a few months ago; 
now there is intervention in 
the stock market,” 

The administration insists 
it remains firmly committed 
to the peg and the currency 
board, arguing that the 
intervention underlines tills 
commitment. 

“We want to show we 
mwin business in the main- 
tenance of the linked rate," 
said Mr Tsang. The govern- 
ment was not obstructing 
economic adjustment, he 
added, citing a fell of 50 per 
cent in. property prices and 
almost 60 per cent on the 
stock market since last 
year’s peaks. The additional 
pain from market manipula- 
tion by speculators, can and 
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should be avoided, said the 
administration. 

But there is a real danger 
that the pain could be made 
worse, not better, by the lat- 
est attempts to quash specu- 
lation. “it could raise the 
country risk profile,” said 
Mr Saker. referring to the 
possibility of a rise in mar- 
ket interest rates in response 
to the intervention. 

Friday’s stock market 
surge may also tempt specu- 
lators, partly because the 
rally did not reflect any 
improvement in the territo- 
ry's dire economic funda- 
mentals, and partly because 
the intervention may be seen 
as a sign of desperation. 

As one fund manager put 
it: “The administration is 
playing a dangerous game. 
Even if they win this battle, 
the war is far from over." 
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Japan finds outlook 
is all too cloudy 


By GilSan Tettaod 
Alexandra Harney to Tokyo 


If Japan's weak economy 
was not enough to damp 
consumer sentiment, there is 
another reason for national 
gloom - the rain. 

In recent days Japan's 
meteorological agency has 
abandoned plans to 
annoonce the official start of 
summer in the northern 
areas of Japan, because the 
August weather is proving 
unusually wet 

This is more than simply a 
bout of bad hick for the gov- 
ernment Far at a time when 
bureaucrats’ economic fore- 
casts have been painfully 
wrong, the official weather 
pronouncements are also 
proving unusually embar- 
rassing for the government - 
and have triggered a secre- 
tive. and peculiarly Japa- 
nese. bureaucratic battle. 

The problem has arisen 
because for the past 10 years 
the meteorological agency 
ha? announced the official 
start and end of Japan’s 
rainy season each year. For 
Tokyo this was, cm average, 
June 9 and July 21 respec- 
tively. 

These announcements 
arouse huge national inter- 


est the agency receives 100 
calls in Tokyo alone each 
day to July asking whether 
the rain has officially 
stopped yet and the verdict 
is featured prominently in 
newspapers. 

But the weather has 
refused to conform, to Japa- 
nese standards of precision. 
It was still r aining in Tokyo 
last week, for example, even 
though the agency declared 
the “end” of the season on 
August 2. 

Some officials, such as 
Tatsuo Ueno, head of the 
meteorological agency’s fore- 
cast division, conclude from 
this that Japan should scrap 
the announcements. But 
when the agency did this 
three years ago it received a 
flood of complaints and was 
forced under political pres- 
sure to reinstate the prac- 
tice. 

“It’s a very Japanese 
thing. I think,” explains Mr 
Ueno. “People like to be told 
by the government when it 
has officially stopped rain- 
ing They can’t just look out 
of the window — they need 
the comfort of an official 
announcement.” 

This partly reflects a cul- 
tural obsession with rain. 
But there is also a business 


logic: the beginning and the 
aid of summer are marked 
with boisterous parades and 
drunken festivals that pack 
the streets with vendors of 
fried noodles and ports, extra 
large cans of beer and grilled 
chicken on a stick. 

Hotels run pool vacation 
discounts and magazines 
publish the best anti-mould 
strategies, as well as lists of 
beer halls, noodle shops and 
curry restaurants. Some beer 
halls serve special “summer 
beers”, which only appear 
when the rainy season is 
over. 

For the moment, the mete- 
orological agency is resigned 
to its task, although it is 
fighting to be allowed to 
make the announcements 
more ambiguous. But a few 
companies are . adapting: 
Asahi Breweries, the second 
largest beer maker, for 
e x amp l e, has decided against 
producing summer beers 
because of the fickle 
weather. • 

“We do not make any spe- 
cial summer beers, because 
you never know when the 
rainy season starts and 
ends," a spokesman says. 
“We don’t want to confuse 
people any more than they 
already are." 


OBITUARY: RICHARD JOHNS 


Quiet interpreter of Arab world’s turmoil 


Richard Johns, who died 
suddenly last Friday while 
on holiday in Italy, was the 
Financial Times’ chief Mid- 
dle East correspondent for 
more than 12 years. 

He played a central role in 
the development of the 
newspaper's international 
coverage, and in its reputa- 
tion for quality analysis of 
foreign affairs, a develop- 
ment that accelerated from 
the mid-1960s. In these years, 
first as Middle East corre- 
spondent from 1970, and as 
Middle East editor from 1973 
to 1982, his knowledge, famil- 
iarity and expertise in the 
region became unparalleled 
in his profession. He made 
many friends and, it seems, 
no enemies. 

Johns was bom in Jerusa- 


lem, under British Mandate, 
in June 1938 and educated at 
Emmanuel College, Cam- 
bridge. After the obligatory 
period “in the provinces”, at 
the Western Mail in Cardiff, 
he came to Fleet Street in 
1966 to join the FT’s foreign 
desk. He discovered that his 
interests lay in the Middle 
East and, although he would 
always be based in London. - 

from then on he spent much 
of every year travelling in 
the region, specialising par- 
ticularly in ffie Gulf and the 
Arabian p ensinsula. 

While he covered as a mat- 
ter of course the political 
and military dramas of these 
years - the Arab- Israeli war 
of 1973, the Lebanese civil 
war of 1975-76, and the Iran- 
Iraq war Of 1980 - he was 


developing the particular 
authority required by the 
newspaper in the political 
economy of the oil industry. 

During the oil crises of the 
1970s be was well known, 
respected and indeed liked 
both in the oil world and in 
the host governments. There 
is a famous and entirely tree 
story of Sheikh Yamani 
opening an Organisation of 
Petroleum Exporting Coun- 
tries press conference with 
the words: “Where is Rich- 
ard Johns? We cannot begin 
without him." 

This joint analysis of the 
region's oil and its politics 
amounted to a new style of 
Middle East journalism, 
which bad previously been 
characterised by a much nar- 
rower emphasis on the anal- 


ysis of the minutiae of politi- 
cal affairs. 

With his reputation firmly 
established, Johns was the 
obvious candidate to take 
over an in-depth history of 
Saudi 'Arabia when David 
Holden, his friend and col- 
league from the Sunday 
Times, was murdered in 
Cairo in December 1977. 

Holden had completed a 
verson of file first third of 
the book and left copious 
drafts and notes, but as any 
writer knows, it is no easy 
matter to adopt another 
man’s manuscript. Johns 
struggled for three years 
before The House of Saud 
was published to widespread 
acclaim. It remains a defini- 
tive history, a lasting memo- 
rial to both journalists. 


The FT gave particularly 
fan coverage to the Middle 
East in the 1970s, employing 
a team of foreign correspon- 
dents under Johns' direction. 
In 1982 he gave up this role 
to concentrate on the paper’s 
wider energy coverage, until 
in 1988. fulfilling a long 
ambition for an overseas 
posting, he moved to Mexico 
as correspondent. 

This change never quite 
lived up to his expectations. 
He returned to London In 
poor health at the end of 
1990 and became a sub-edi- 
tor, eventually taking - early 
retirement in 1996. 

As a journalist, Johns was 
one of the most warmly 
regarded and respected of 
colleagues. A quiet man, 
always slightly dishevelled. 


he was generous and kind to 
a fault, staunchly supporting 
his stringers in the field, and 
promoting young, aspiring 
journalists. 

He never let his ambitions 
cloud his judgment In cover- 
ing the Middle East, (me of 
the most sensitive and divi- 
sive parts of the world, he 
managed to preserve his 
friendships - a remarkable 
achievement. 

Since retirement, Johns 
concentrated on studying for 
a diploma in opera. He died 
as he was leaving Italy after 
an opera tour, and was due 
at. the Edinburgh Festival 
this week. He was 60. He 
leaves a daughter, Kate. 
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Diplomats believe that 
five regional financial crisis 
coupled with the sharp drop 
in oil prices - and not shad- 
owy foreign advisers - led 
the sultan to take a 
closer look at the assets 
of the royal family, the 
world’s wealthiest private 
investor. 

He uncovered financial 
mismanagement, which led 
to the d* ™** 5 * of Prince Jefri 
and to fiscal conservatism. 
They doubt the new-found 
financial prudence and 
heightened religious consa-- 
vatlsm are linked, and do 
not believe fundamentalist 
foreigners are' driving cither 
reform. 

“There is no such thing as 
Iranian or Libyan advisers," 
says Selamat Munap, deputy 
finance minister. 

Even with the reforms. 
Brunei seems securely 
trapped between the forces 
of east and west. Mr Selamat 
wears a western suit instead 
of Islamic robes. He studied 
at Harvard: the Crown 
Prince at Oxford. Nobody 
mentions studying in the 
Middle East 

Yet all girls, regard- 
less of religion, must wear 
veils in public school and 
boys must wear Moslem 
headgear. Women in the 
civil service wear veils to 
work, though many take 
them off at night and on 
weekends. The veils are col- 
ourful, instead of stricter 
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BRITAIN 


NORTHERN IRELAND WIDEPSREAD CONDEMNATION FOLLOWS EXPLOSION IN OMAGH WHICH KILLED 28 PEOPLE 


Attack puts peace deal to test 


By John Murray Brown 
h Belfast 

The political tremors from 
Saturday's bomb attack in 
Omagh will provide the 
severest of tests for the 
■fledgling Northern Ireland 
agreement. It comes ahead of 
next month's session of the 
province's new assembly 
when political parties have 
to agree a new government 
to run the strife-torn prov- 
ince. 

The attack, the worst in 
Northern Ireland's troubled 
history, claimed 28 lives. The 
bombing - believed to have 
been the work of dissident 
republicans opposed to the 
Good Friday agreement - is 
a reminder that a splinter 
group with little or no politi- 
cal backing is still capable of 
delivering devastation to the 
heart of the province. 

Security officials believe 
the bombers' intention is to 
provoke loyalist reprisals 
and a heavy-handed police 
response they can exploit to 
boost their support among 
the nationalist community. 
Without active support from 
or acquiescence of the local 
co mmuni ty - safe houses 
and other logistical back-up 
- any group will have diffi- 
culty sustaining a terror 
campaig n as the IRA did. 

The attack represents a 
more immediate challenge 
for Northern Ireland's politi- 
cians. It will strain the frag- 
ile rapprochement between 
tbe two communities. The 
Ulster Unionists have hith- 
erto said they will not sit 
down in the new executive 
with Sinn Fein, the IRA's 
political wing; until the IRA 
begins decommissioning 
its arms. That stance is 
likely to harden in the 



RlIC officers sift through the debris left after Saturday's terror attack ki Omagh town centre 


wake or Saturday's trag- 
edy. 

Many unionists greet with 
incredulity Sinn F&in claims 
that it has no control over 
these maverick republican 
groups. David Trimble, the 
province's first minister and 
Ulster Unionist leader, 
talked yesterday of the “nod 
and wink" approach of Sinn 
F6in leaders to these break- 
away groups. 

Tbe political pressure on 
Mr Trimble to cut all links 
with Sinn Fein will increase 
from dissidents in his own 
party and from fan Paisley's 
Democratic Unionists. 

As for the republicans, 
Gerry Adams, the Sinn F&in 


president, has broken new 
ground in explicitly “con- 
demning" the attack - a 
word he previously refused 
to use. In the political 
semantics of Northern 
Ireland that marks a consid- 
erable advance. 

But with Bill Clinton due 
to visit the province on Sep- 
tember 3. unionist politi- 
cians hope the US president 
will use the opportunity to 
press Sinn Fein to go further 
and declare the war is over. 

The attack has already 
elicited renewed calls for the 
IRA to begin to dismantle its 
armoury - with officials 
arguing it is in the IRA's 
interest to see that their 


arms stocks do not fall into 
the hands of those opposed 
to the peace process. 

The UK and Irish govern- 
ments were yesterday said to 
be reviewing security 
arrangements in the wake of 
the attack. 

Ken Maginnis, Ulster 
Unionist security spokes- 
man, said it was time the 
Irish authorities introduced 
a policy of internment - 
imprisonment without trial 
- for the group's leaders, 
most of whom are known to 
the police. 

The Conservative opposi- 
tion said the UK government 
should consider putting on 
hold its accelerated release 


programme for paramilitary 
prisoners - set to begin in 
the next few days and 
already under way In the 
Irish Republic. However, 
government officials point 
out this would only penalise 
those groups on ceasefires 
and not the Real IRA, which, 
as a recently formed terror 
group, does not have any 
prisoners. 

Last night, the immediate 
fear was of a possible loyal- 
ist reprisal, following the 
pattern of other atrocities. 
However, local politicians 
pointed out that the victims 
were from both communities 
in a mixed Protestant and 
Roman Catholic town.- 


Finger of blame pointed at the Real IRA 


By John Murray Brawn 


No group had yesterday 
claimed responsibility for 
Ulster’s worst-ever terrorist 
attack, but the finger of 
blame was being pointed at 
the Real IRA, a recently 
formed republican group 
linked to tbe sister of a for- 
mer IRA hunger striker. 

The group, believed to 
operate out of Dundalk in 
the Irish Republic, owned up 
to the bombing of Banbridge 
in county Armagh two 
weeks ago. 

But significantly Ronnie 
Flanagan, chief constable of 
the Royal Ulster Constabu- 
lary. was careful yesterday 


not to rule out the possible 
involvement of another mav- 
erick group - the Continuity 
IRA, linked to Ruairi CBral- 
di g h , a veteran republican 
who left Sinn F€in, the IRA’s 
political wing, in 1986 over 
its decision to take seats in 
the Irish parliament 

The Omagh attack cer- 
tainly fits a pattern of 
actions by the Real IRA ~ on 
smaD towns close to the bor- 
der, so bombers can escape 
back to the Irish Republic. 

Tbe group calls itself 
Oglaigh Na hEireann, or 
Youth of Ireland, the Irish 
name for the IRA. Irish 
police estimate it has about 
160 members. 


Its leader is a Dundalk 
shop owner and forma- IRA 
quartermaster-general in 
charge of its stockpile of 
arms. He resigned last 
November over Sinn Fain’s 
decision to enter the North- 
ern Ireland assembly. Some 
IRA engineers are thought to 
have defected, giving the 
group considerable bomb- 
making capability. 

Politically, the group is 
linked with the 32 County 
Sovereignty Committee, an 
organisation set up to chal- 
lenge Sinn Fein's “peace 
strategy” and led by Bernad- 
ette Sands-McKevitt As sis- 
ter of the IRA hunger striker 
Bobby Sands who died in 


prison in 1982, she enjoys a 
status in tbe wider republi- 
can famil y 

She has denied any con- 
nections with the Real IRA 
but claims to represent the 
true republican flame and 
accuses Gerry Adams, Sinn 
Fein president, of betraying 
aD that her brother and oth- 
ers died for. 

The group has support in 
the US, where Ms Sands has 
recruited Martin Galvin, a 
New York lawyer and former 
head of the IRA's fund- 
raising outfit in the US. 

Before this latest outrage, 
the RUC and Irish police had 
some success containing the 
group, with bomb seizures 


and arrests. There were sug- 
gestions that the IRA might 
have tipped off the Irish 
authorities. 

But in the wake of Satur- 
day's bombing, the clamour 
for mare measures to con- 
tain the group will increase. 

With no members In 
prison, the group is not sus- 
ceptible to pressure from the 
British government with the 
promise of early release to 
hold the IRA and other; 
groups to their ceasefires. 

However, UK and Irish 
ministers will be wary of 
unionist calls far a security 
dampdown - which could 
play into terrorist hands by 
alienating moderates. 


Attention 

falls on 
Ireland’s 
security 
response 

By Jobs Murray Brawn 

In the wake of -Saturday's 
bomb outrage, attention yes- 
terday switched to fixe possi- 
ble security response from 
authorities tn the Irish 
Republic, where .it is 
believed the attack was mas- 
terminded. 

Bertie Ahem, Irish prime 
minister, met security chiefs 
in Dublin, with ministers 

indicating afterwards noth- 
ing had been ruled out - 
including the possible use of 
internment, or imprison- 
ment. without trial, to 
“crush" the perpetrators of 
the bomb which claimed 28 
lives. 

It is a measure of the mag- 
nitude of the threat that 
internment is even being dis- 
cussed. Mr Ahem said: “The 
message from the govern- 
ment is that we are deter- 
mined to defeat this cam- 
paign - . . and whatever is 
necessary to do that, we will 
do that". 

However, he seemed keen 
to stress that such break- 
away republican groups had 
been “operating on both 
sides of the border". 

The Royal Ulster Constab- 
ulary, Northern Ireland’s 
police, believe the Real IRA, 
the main suspect for Satur- 
day's explosion, has been 
preparing its attacks from 
bases near Dundalk, in 
County Louth in the Irish 
Republic. The group's lead- 
ers are known to the Garda, 
the Irish police. 

A -joint security assess- 
ment from Ronnie Flanagan, 
the RUC chief constable and 
Commissioner Pat Byrne, 
the Irish police commis- 
sioner, was last night due to 
be presented to both govern- 
ments. Liz O'Donnell, deputy 
foreign minister, would only 
say . the Irish government 
would be making “very, very 
difficult decisions" on secu- 
rity measures over the next 
48 hours. 

“We are not excluding 
anything at this point We 
are looking at every passible 
measure which is available 
to us as a democratic state 
to fight this threat." 

However, she said the gov- 
ernment was examining cur- 
rent legislation to see 
whether it was sufficient to 
confront the latest threat 


Former Brent Walker 
chief in Euro-court move 


By David Wighton, 

Poirbcal Correspondent 

George Walker, the former 
chief executive of the leisure 
group Brent Walker, has 
launched a legal action 
against the British govern- 
ment in the European Court 
or Human Rights. 

Mr Walker, who was 
ousted from the then heavily 
Indebted group in 1991, 
claims he has been denied 
his right to pursue an action 
for unfair dismissal, in 
breach of tbe European Con- 
vention on Human Rights, 
because of a quirk of English 
insolvency law. 

Although the unfair dis- 
missal claims are time- 
expired. Mr Walker is deter- 
mined to challenge a law he 
describes as "medieval". 

Mr Walker bos also writ- 
ten to Peter Mandelson, the 


industry secretary, calling 
for a Department of Trade 
and Industry investigation 
into what he claims was 
“serious misconduct" at 
Brent Walker. 

Tbe court of human rights 
action follows a long legal 
campaign by Mr Walker 
against Brent Walker and 
Standard Chartered Bank, 
its main creditor. 

Mr Walker alleges his 
ousting as chief executive of 
Brent Walker broke a com- 
mitment by Malcolm Wil- 
liamson. then a director of 
Standard Chartered, during 
attempts to keep the com- 
pany afloat in November 
1990. 

Mr Walker claims be 
insisted on getting the com- 
mitment before pledging 
£65m ($107m) of his personal 
assets to tbe bank to allow 
liim to subscribe to a rescue 


bond issue by Brent Walker. 
The company went into 
receivership in 1997. 

After bis removal as chief 
executive In May 1991, Mr 
Walker sued Brent Walker 
and Standard Chartered for 
compensation. But following 
his bankruptcy in 1993. initi- 
ated by Standard Chartered, 
Mr Walker's actions were 
acquired by the trustees in 
bankruptcy and then sold to 
Brent Walker. 

The actions of the trustees 
in bankruptcy were twice 
upheld in tbe courts. But Mr 
Walker’s lawyers believe he 
has a good case under tbe 
European Convention of 
Human Rights and are waiv- 
ing their fees. The conven- 
tion entitles anyone “to a 
fair and public hearing 
within a reasonable time" in 
relation to determining their 
civil rights and obligations. 


Commons committee 
to probe new car prices 


By John Griffiths 
in London 


The House of Commons 
all-party trade and industry 
select committee is to inves- 
tigate the UK's new car 
prices amid allegations they 
are kept excessively high by 
government restrictions on 
the number of imports. 

Independent motor trad- 
ers, which are pushing to 
open up the UK car market 
more widely to cheaper 
“grey" imports, have already 
started European Commis- 
sion and High Court actions 
to have numerical con- 
straints lifted. They wel- 
comed the committee's deci- 
sion to investigate the 
market this weekend. 

The volume of "grey" 
imports is restricted to 50 
units a year of any one 
model. The committee has 


been spurred to action partly 
by high-profile TV coverage 
of new car pricing issues. 

The committee is to take 
evidence from the motor 
trade. Industry, consumer 
groups and other interested 
parties next month. 

The committee's findings 
are likely to play a signifi- 
cant role in a final decision 
on volumes of “grey" 
imports to be made by John 
Reid, the transport minister. 

Motor manufacturers and 
their exclusively franchised 
dealers, which are bitterly 
opposed to unofficial “grey" 
imports, will protest to the 
committee that current high 
UK car prices are mainly the 
result of the high value of 
sterling against continental 
European currencies. They 
will also complain that it is 
unreasonable for tbe EU to 
expect them to harmonise 


prices when national tax 
regimes on car purchases 
vary from less than 15 per 
cent to more than 40 per 
cent. 

The expectation that many 
more “grey" imports win 
arrive in the UK this year is 
ringing alarm bells through- 
out the industry. Traders are 
bringing in cars at prices up 
to 40 per cent cheaper than 
list UK prices of equivalent 
models. . They are also 
importing exotic models - 
mainly Japanese-produced - 
which are not available 
through official importers. 

Car makers and their offi- 
cial importers claim that 
such cars may have different 
specifications from appar- 
ently similar models sold 
through official channels, 
making them potentially 
unsafe or parts extremely 
difficult to obtain. 


NEWS DIGEST 


STATE AID 


Pensions plan to help 
stay-at-home parents 

Alistair Darting, social security secretary, is considering a 
radical extension of state-liinded PeratonsjTBward par- 
ents who stay' at home to look after their c tmren . He - 
could unveil the Initiative as . early as the confere nce, mis 
October,. of the.nding Labour party, ahead -of a long- 
awaited government consultation document on pensions 

this autumn. ' ’ 

I a ho ur announced plans .for a ‘citizenship pension xt 
its manifesto at the last election “for those who assume 
responsitJ®y as carers". The idea wouW "be that tte state 
would pay. contributions to give.carers a second pension 
on retirement, similar to an occupational pension. . 
Department of Soda! Security officials confirmed that 

Labour originally Intended that the new arrangements 
would apply orty to carers for elderly or disabled depen- 
dants. But it was confirmed at the weekend that Mr Dar- 
ling was considering making the new pension available to 
an estimated 1 .5m parents who look after children aged 
Under five. 'V • 

' The ‘citizenship pension” is likely to be at me heart of 
the government’s plans for pensions reform - which has 
been the subject of intense debate inside government 
Ministers are still grappling with the question of whether 
a carer with citizenship pension credits should be able to 
transfer them fo an occupational pension scheme, If they 
later move Into work. George Parker, London ■ 

INSURANCE 


Cover offered for art disputes 

A Holocaust survivors group has cautiously welcomed 
news that a London Insurance broker has developed a 
policy to protect museums from tosses due to disputes 
about the rightful ownership of artwork. 

.. J&H Marsh & McLennan, the risk specialist, is In talks 
wflh galleries and museums - especially In fire US - on 
providing cover In conjunction with the Htscox syndicate at 
Lloyd's of London. The policy will cover legal costs of 
defending lawsuits over so-called “defective title’ 1 as weif 
as losses If a judgment goes against the museum leading 
to the return of artwork. Cover is available with limits up to 
550m. Janice Lopatidn, of the Holocaust Education Trust, 
sakk “My initial reaction to the mew Insurance policy is that 
it would lead to more openness - which is to be encour- 
aged.” Observers believe museums would be more likely 
to discuss disputed works with the assurance of a policy. 
Jim Kelly, London 


BRITISH AIRWAYS 


Move to combat ‘air rage 9 

Disruptive passengers on British Airways flights are to be 
issued wftii “final warning" notices saying they face arrest 
on arrival at their destination unless they stop their unac- 
ceptable behaviour: They will also be warned that they will 
be liable for diversion costs if their behaviour forces the 
captain to divert to the nearest airport 
BA says a trial of Its Initiative to combat “air rage" will 
begin next month and follows a 400 per cent rise in such 
incidents In the past three years. The crackdown is partic- 
ularly aimed at drunk and abusive passengers and those 
breaking the airline's worldwide smoking ban. Smoking 
problems cause nearly 70 per cent of disruptive passenger 
incidents on BA nights but thealrUne has no plans: to end 
the ban because most passengers ere in favour. 

- BA will not stop serving aicoholon Its flights because 
this would “purash-the big majority of well-behaved pas- 
sengers- because of the actions of 8. few." BA says Its 
crews dealt with only 260 swfously disruptive passengers 
last year out of 40m carried- Financial Times Reporter 


DEFENCE CUTS 


Reservist centres to be sold 

A total of 140 Territorial Army centres, many of them in 
prime town centre locations, are expected to be sold as 
part of the latest round of defence cuts. The TA Is Britain's 
voluntary reserve force. 

Defence chiefs have circulated plans to reduce dramat- 
ically the number of TA Infantry centres, in response to a 
planned cut in the strength of the reserves .from 59,000 to 
40,000. George Robertson, defence secretary, hopes the 
sale of TA centres will raise money for strengthening the 
front line. The TA’s Duke of York barracks in London's 
Kings Road is seen as the most lucrative site to be put on 
.the market George Parker, London 


SMOKING 


Counselling plea for employers 

Most employees feel their employers would do better to 
help people to give up smoking through counselling and 
.education rather than providing designated non-smoking 
areas or forcing smokers to go outside their place of work 
to light up. This was one of the findings In a survey by 
Gallup on behalf of Nico retie, part of the Smith Kline Bee- 
cham healthcare products group, which alms to help 
people to quit smoking by using nicotine patches. 

More than half the 2,048 adults surveyed thought the 
sight of people smoking outside their place of work cre- 
ated a bad impression. Nearly one-third of smokers agreed 
their pay should be docked if they took cigarette breaks. 
Financial Times Reporter 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Aire Valley Tin Class A1 Mtg 
Bckd FRN 2039 £1298.97 
Do Class A2 £1904.77 
Do Class A3 El 924.71 
Do Class A4 £1957,12 
ATT 1.34p 

BES O'seas Ser A FRN Pf 
S0.5Q 

Barnsley 8% Ln 2017 

£ 2.668668 

Chester Asset Rev bis No 3 
Asset- Bckd FRN 2003 
£1954.56 

Colgate-Palmolive SO .275 
Colorual Fm Sb Gtd FRN Feb 
2005 S325.63 
CS First Boston 7%% Nts 
2001 FFr737.50 
EteptttfinansFRN 2003 
S27.02 

Hatma 1.682p 
Limit lip 

Mountview Estates 36p 
NFC 2p 

National Grid 4V:% Exch Bd 
2008 221.25 

Oewen Mortgage Loans 1 
Class A1 Mtg Bckd FRN Jun 


2029 £1037.46 
Do Class Ml £817.18 
Do Class B £1251.15 
Peabody Tst 10V1% Gtd Sec 
2023 £5.125 
Pennon 27.8p 
Prudential 7ft% Bd 2005 

£71.25 

Sanwa Bank Canada Gtd Fxd/ 
FRN 2005 S1616.65 
Scottish Metropolitan 
Property 1.3p 
Slough Estates TA% Nts 
2010 £7155 

Sonar 1 Class A Mtg Bckd 
FRN 2021 £139.11 
Do Class B £222.77 
Do Class C £244.66 
State Bank of New South 
Wales 1114% Bd 2001 
AS1 17.50 

■ TOMORROW 
Abbey National Treasury Gtd 
FRN 2002 £1928.22 
Aberdeen High Inc Tst 2p 
Aberdeen Pfd Inc Tst 3.625p 
Aon SO. 28 
Bondt Ip 


Bank of Scotland Sb FRN 
2000 $47524.70 
Baring Tribune Irw Tst 22p 
Bradford & Bing ley Bldg Scty 
Cltrd FRN 2003 £37.50 
Credit Fonder de France 

10%% Gtd Sri Ln 2011-14 
£25655 

Danae Inv Tst 5.875p 
European Inv Bank 8% Bd 
2006 IR4p 

Granada 10% 1st Mtg Db 
2018 £5.0 

Halifax Cflrd FRN 2003 £37.50 
LAB Invs 7%% Sec Bd 2019 
3.5625P 

National Power 18 p 

Nat West Bank Pnm Cap FRN 

Ser B $292.24 

Storehouse 5.4p 

Swan (John) 22p 

Ulysses Sec 7%% Asset Bckd 

Bd 2006 IR7.625p 

■ WEDNESDAY 
AUGUST 19 

Citicorp $0,575 
Deiancey Estates l.6p 
Gartmore Smaller Co's Tst 


5% Cm Pf 40p 
Heals 2p 
Hswstson 525p 

Hyder 9Vb% Bd 2016 
£95.0 

Korea Exchange Bank Sb 

FRN 2006 S8100.11 

Nat West Bank Var Rate Cap 

NtS 2008 SI 56.85 ■ 

Wyndeham Press 4p 

Yapf Kredi Fin 10% Nts 2002 

$50.0 

Yrityspankkl Stop Ser B Und 
Sb Var Rate Nts 5168.01 

■ THURSDAY 

AUGUST 20 

Avco Tst Gtd FRN 2000 

£192.25 

Bank of Ireland Units SHg 
Non-Cm Pf Ser A 56.181250 
Do Unite Irish Pound Non-Cm 
Pf Ser A IR53.4p 
Caterpillar $0.30 
London Pacific 50.11 
Royal Bank of Scotland FRN 
2005 £95.31 

Sea Containers A 50.1925 
DO B $0,175 


■ FRIDAY 
AUGUST 21 

Abbey National Treasury Int 
6% Gtd Nts 1999 560.0 
Angerstein Underwriting Tst 
9-5p 

Boots 15.6p 
BPB 7.2p 

Charter European Tst 2p 
Chase Manhattan Snr FRN 
2002S14&82 
Chloride 0.72p 
London Int 2.4p 
Merchants Tst 3.75p 
Range Cooker 0.1 25p 
SHL 1.7p 
TGI 2.45P 
Tex 4p 

■ SATURDAY 
AUGUST 22 

NFC 71*% Cv Bd 2007 £38.75 
Trusteo Fin 11%% Sev Db 
2016 £5.75 

Utd Micro Secs 1%% Bd 
2004 512.50 

■ SUNDAY AUGUST 23 

Treasury 2 %% IL 2011 £2.68 


UK COMPANIES 

■ TODAY 
BOARD MEETINGS: 

Final: 

Future Integrated 
Interims: 

Anglo Pacific 

Card Clear 

(TE 

LLP 

Quarto 

Severfiekf-Reeva 
Ugland int 
WPP 

■ TOMORROW 

BOARD MEETINGS: . 
Interims: 

Emess 

Mersey Docks & Harbour 
Newsquest 

■ WEDNESDAY 
AUGUST 19' 

COMPANY MEETINGS: _ . 
Liberty, 25, Great 
Marlborough St W., 11.00 
Martin Cunfe European Inv 
Tst, Saltire Court 20, Castte 


Terrace, Edinburgh, 12.30 
TGI, Pinners Hall, 105-108, 
Old Broad Street E.C., 
11 . 00 . 

Whitaicroft, Midland Crown 
Plaza Manchester, Peter 
Street, Manchester, 10.30 
BOARD MEETINGS: 

Finals: 

Armrtage r 

Game 

NRP 

Interims: 

Micro Focus . 

Nichols (JN)(Vimto) 
RentoRS Initial 
Roaebys 

Shires Smaller Co's 
Weir - ' 

■ THURSDAY 
.AUGUST 20 
BOARD MEETINGS: 
Interims: 

Clarke (T) 

MetaiBuBetin 

Sava 

VFG 


■ FRIDAY 
AUGUST 21 
COMPANY MEETING: 

Heath (Samuel), Leopold 
Street, Birmingham, 12.00 
BOARD MEETINGS: 

Final: 

Brown & Jackson 

Company meetings are 
annual general meetings 
unless otherwise stated. 

Please note: Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 

meeting to approve the 
preliminary results. 

This list Is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 
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INSIDE w TRACK 


PROFILE SIDNEY TAUREL AND RANDALL TOBIAS, ELI LILLY 


A commitment to 


a shared vision 


Once inward-looking, the drugs group has 
turned itself around by focusing, expanding and 
modernising, says Tracy Corrigan 


Randall Tobias was 
F drafted into EH I illy at a 
low point in the 122-year 

history of the IndianapoHs^based 
pharmaceuticals giant. Five 
years after his appointment, the 
former AT&T executive is widely 
credited with turning the com- 
pany around, admittedly with a 
dose of help from the strong US 
economy awd a more favourable 
environment for the drugs indus- 
try. 

Since he joined in the dark 
days of 1993 — amiH mounting 
concerns about the dearth of new 
drugs in the pipeline, the compa- 
ny's lack of strategic direction 
and the growing power of man- 
aged care companies in the US - 
Lilly's market capitalisation has 
grow n from $15bn to $77bn. 

The first outsider to run the 
company - four of its seven 
chairmen have been members of 
the Lilly ftunlly — Mr Tobias has 
also changed the culture of what 
was once a conservative and 
Inward-looking institution. 

One measure of that shift is his 

choice of successor. Sidney Tau- 
ret. who became chief executive 
officer on July l and steps in as 
chairman on December 31, was 
bom a Spanish citizen in Casa- 
blanca, Morocco, becoming a US 
citizen as recently as November 
1995. Not only will Mr Taurel be 
the company’s first foreign-bom 
chairman, he will also be, he 
laughs, “the first one not from 
Indiana". 

These days, that is par for the 
course at Lilly. Of the company's 
19-strong operations committee, 
10 were bom outside the US. The 
interna tionality of the team 
reflects a determined effort by Mr 
Tobias to make the company 
more globally minded. 

LQly moved into overseas mar- 
kets early in its history but had 
lagged the growing international- 
isation of the industry in recent 
decades. “There was a recogni- 
tion of the opportunity to 


globalise, but we didn't espouse 
it as aggressively over time as 
other companies,” says Mr 
Tobias. Even now, his hope that 
overseas sales would make up 
half the total is still some way 
off. The current figure is 36 per 
cent, a reflection largely of the 
booming US market. 

The tnmroond has required 
radical change. Mr Tobias says 
that early in his tenure he had to 
decide: “What are we not going 
to do?” That meant the divest- 
ment of medical devices busi- 
nesses, and a reduction in the 
number of therapeutic areas in 
pharmaceuticals — such as can- 
cer and cardiovascular diseases - 
to about half a dozen. 

There were some “very good 
businesses but there was zero 
reflection of that in the value of 
our stock”, and medical devices 
did not really fit with the core 


‘As for every other 
pharmaceuticals 
company, the 
challenge is to keep 
bringing new 
products in a timely 
fashion to avoid 
bumps in the road’ 


pharmaceuticals business. It was 
important to “get so mething in 
place so that the company would 
have a shared vision of where we 
all have to go,” he says. 

Mr Tobias’s management style 
since then has earned plaudits 
within and outside the company. 
He delivered 5,000 job cuts, far 
example, through an extensive 
early retirement programme. 
“One of the strengths of Lilly is 


its ability to attract and retain 
people. We had very good people, 
most of whom had worked their 
entire professional careers with 

Lilly. But this was both a 
strength and a weakness," he 
says. “Some people get to a point 
in life where they just don't want 
to do it one more time." 

Under Mr Tobias, the company 
has become known for Its strong 
family-friendly policies. .Lilly 
offers flexible work arrange- 
ments, a childcare facility at its 
corporate headquarters in Indian- 
apolis, as well as back-up care for 
emergencies and school vacation 
programmes. 

Such initiatives earned Mr 
Tobias recognition as Family 
Champion of the Year by Work- 
ing Mother Magazine in 1996- “It 
has become part of our culture,” 
he says, adding that there is a 
strong business argument for 
such policies. “This is not some- 
thing we do as an extra perk. The 
policies are predicated on wbat 1 
genuinely believe is best for the 
company.” 

In a recent speech, he said: 
“You cant hire part of a person. 
You get the sore back along with 
the skilful hands. You get the 
anxious heart along with the edu- 
cated brain. So your policies and 
programmes will only be effec- 
tive if they bow to this reality 
and address the whole human 
being.” 

Mr Taurel says he too Is com- 
mitted to this vision. “It’s a mat- 
ter of self-interest, not altru- 
ism... It’s as Important to 
provide day care as to position a 
personal computer so that you 
don’t increase the of car- 

pal tunnel syndrome,” he says. 

Mr Taurel will certainly take 
over a company in vastly better 
health than a few years ago. But 
Lilly still faces some big strategic 
questions. In an industry that 
has been rapidly consolidating. 
Lilly is one of only a few US drug 
companies - Merck is another - 
that has explicitly ruled out a 
mega-merger. 

Mr Tobias baa questioned the 
logic of mergers driven by the 
need for greater market share. 





Sidney Taurel (left) and Randall 
Tobias: preparing for the 
leadership change at EH Lffly 


arguing that “most mergers that 
have taken place were driven by 
weakness, not by strength". 

Lilly’s one attempt at a big 
acquisition ended in failure. 
When Mr Tobias arrived. Lilly 
had already taken the decision to 
buy PCS. a company that man- 
ages and monitors drug prescrip- 
tions. 

This was bought at a time 
when the Clinton a dminis tration 
was p lanning sweeping reform of 
the healthcare system and drug 
companies feared a loss of pric- 
ing control 

In the end, Mr Tobias concedes, 
“the world evolved In a different 
way than the bet we placed." But 
management has to make mis- 
takes to laam, he says. “If the 
leadership never makes any mis- 
takes they are not pushing the 
envelope.” 

The PCS episode, which ended 
in a writedown, is now in the 
past. But Mr Taurel faces other 


challenges. The biggest of these 
will be the' expiry of patents on 
the wonder-drag Prozac, the 
blockbuster anti-depressant One 
patent expires in 2001 bat Mr 
Tobias believes protection can be 
extended with other patents for a 
few years beyond tint. 

“As for every other pharma 
company, the challenge is to keep 
bringing new products in a 
timely fashion to avoid bumps in 
the road,” he says. He is confi- 
dent that five products lntTnchori 
in the past two years will gener- 
ate frnn ugh sales to fulfil this 
function. 

If this proves to be the case, Mr 
Tobias can take much of the 
credit. He appears to be that 
unusual creature: a businessman 
at the height of power who is 
bowing out willingly. *T will still 
get up early and go to an office 
but rd like to have a little more 
control over my life,” he says. He 
seems so strikingly sane and nor- 
mal it is hard to believe he has 
pulled off one of the toughest 
turnrounds in his industry. 


Essential Guide: Taurel & Tobias 


Randan Tobias, 56, was the first 
outsider to be named chairman 
of the board and chief executive 
officer of HI Lilly, in 1993, though 
he had served on the board. 

He was no stranger to the 
company’s Indianapolis home as 
a fifth-generation native of 
tncfiana, and 1964 graduate of 
irxfiana Unfversfly. He joined 
AT&T and was vk»-chafrman 
when he moved to Lilly. 

Lffly is the biggest corporate 
show in town and when he 
leaves Mr Tobias will spend more 
time on his active civic interests. 

He is a director of the 
lndianspolis.Syinphony 
Orchestra, a governor of the 
Uxfianapalis Museum of Art and 
a director of the Economic Club 
of Indianapolis. 

He is also on the boards of 
Philips Petroleum, Kimberly- 
Clark and Knight-Ridder. 

Sidney Taurel, who became 


chief executive officer of EH Lffly 
on July 1, is from further afield 
but has been at the company for 
27 years. Bom a Spanish citizen 
in Casablanca. Morocco, he 
graduated from the Ecole des 
Hautes Etudes Commertiales in 
Paris in 1969 and gained an 
MBA from Columbia University in 
1971. 

He joined Eli Lilly International 
as a marketing associate and 
rose to become general manager 
of the company’s affflfate in 
Brazil and vice-president of Lffly's 
European operations. 

He has lived In Indianapolis 
since 1986, when he was 
appointed president of EH Lilly 
International 

He joined the main board in 
1991 and was president and 
chief operating officer of Ell Lilly 
from February 1996. He sits on 
foe boards of ITT Industries and 
McQraw-HRL 
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A lot of potential for 
euphemism reduction 








When the news is grim there are no prizes tor evasive answers - 
straight talking wins more respect than sanitised phrases 



Pursuing excellence with team spirit. 


we are confident that 


we can fulfill your any consignment. 


Yes, we can. 


weredtaiton and the NtftarW Oubttsitfing Chatty Can. 


You are the head of a big oil 
company. You have just 
announced a merger with 
annthpr big oil company. 

You and your opposite 
number are holding a press 
conference and a journalist 
asks how many job cuts 
there will be. Do you: 

a) Say: “There is quite a lot 
of potential for people 
reduction.” 

b) Specify how many jobs 
are likely to go and briefly 
state where you think most 
will come from. 

If you answered (a) I'm 
afraid you are Larry Fuller 
of Amoco and you get the 
booby prize of the number 
two job slot to the new 
merged group. I know you. 
are going to retire soon but . 
there Is stffi time to stop 
talking In these vague 
e uphemisms . “Po tential " is a 
pos i t i ve sounding word and 
should not be applied to 
sacking people, as that is 
negative. And sackings are 
still negative even when 
they go by the sanitised . 
phrase “people reduction”. 

No one is fooled. 

If you . answered (b) then 
well don el You are obviously 
Sir John Browne of BP and 
you know howto call a 
spade a spade. You well 
deserve to be master of your 
new universe. 


hard-working bunch; more 
likely it shows them to be 
insecure control freaks. I can 
think of few management 
jobs where it Is really 
impossible to take four to six 
weeks off a year. And almost 
nothing is so pressing that it 
Is essential to discuss it 
while you are lying by your 
pool to Tuscany or 
wherever. 

According to the IbM 
survey, managers apparently 

want rest and relaxation 
when on holiday, and what 
could be less relaxing to the 
control freak than the 
knowledge that the business 
is ticking over nicely in their 
absence? 


If you were in the office last 
week, I hope that the hot 
weather did not make you 
sweat Sweating at work is 
bad for your career. I know 
this because I have been 
sent some in-depth research 


that for the first tima 
answers the question we 
have all been longing to ask: 
just how bad is sweat in the 
office, and which is the 
worst sort? 

No fewer than 100 human 
resource managers have 
been canvassed and were 

Unanimous in saving that an 

sweat Is bad. Half of them 
were adamant that even the 
smallest sign of sweat 
reduces the credibility erf the 
sweater. Underarm 
perspiration turns off 64 per 
cent of human resource 
experts. A sweaty face 
apparently puts off only 54 
per cant, whereas a clammy 

handshake upsets a 

worrying 93 per cent 
Doubtless you think I'm . 
making this up. I too had my 
suspicions - until I saw that 
this piece of “research" was 
sponsored by the 

manu facturer of a patented 
sweat treatment 


WE'ee GOING ID HAVE To OUT Most 
"nit ftoUPAV-— the Busins? is- 
running too swamy without me 


rW YANG MING LIKE 

UlJ4«Aiin4->r«4.-4 



Punctual. Speedy. Rafale. Economical. 
Services era available worldwide. 
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Swilnr managers may often ■ 
make a hash of managing 
but they are even worse 
when they are tu# managing: 
when they are trying to 
relax. The latest survey from 
the Institute of Management 
shows that more than half of 
British managers do not take 
their holiday entitlement, 
that 70 per cent never go 
anywhere without leaving a 
list of contact numbers and 
that 40 per cent talk to their 
offices while they are away. 

You could say this proves 
they are a conscientious, 


t 





mebsswe. 


Before I went on my 
(relaxing, no-con tact- 
with-the-office) holiday. I 
wrote about the sorry case of 
a Mr X. who was attracted to 
a subordinate and did not 
know what to do about it I 
suggested that he should fire 
her. as only then would he 
be able to ask her out with 
Impunity. 

Unfor tunate ly many 
readers took me seriously 
and I have returned to find 
73 e-mail messages 
protesting that to fire her 
would be iDegaL immoral, 
not a good foundation for a 
romance etc. 

Apologies. It seems office 
romance is not a satiable 
subject for jokes. 

I have also been sent 
many alternative 
suggestions, which appear to 
be in earnest. 

Most readers fed the Mr 
X himself should Heave: if he 
is not prepared to sacrifice 
his job for his rannattc 
prospect he cannot eare 
enough. 

1 am not coammeed. 
Remember that Mr X Is m 
accountant, and they do not 

tike taking uncakntiated 

risks. 

Another reader suggested 
that he should tell baa 
feelings not to her but to Ms 
boss. This striieog ns. as 
clunking, dtainJa^g and 
depre&singly above board, 
not to mention 
embarrassing. The naan who 
does this is certain to 
succeed only m becoming a 
nuisance to his boss and an 
object of scorn to the woman 
he Js trying to court. 

The best suggestion was 
that Mr X employ a trusted 
^between to find out the 
lie of the land before he 
makes a move. But even this 
has its problems: your 
average senior accountant 
may not have have any true 
friends in the organisati on 
with the delicacy and the 
discretion to perform qy* 1 a 
tricky task. 






Lucy. Kdlmmy%FT.am 
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BUSINESS EDUCATION CONSULTANTS 


Refreshing 
approach 
to wine bar 
business 


INSIDE TRACK 


; v -ra—— 


Consultants don't 
come cheap - but 
MBA students 
do, writes 

Della Bradshaw 

Mnit was back in 1780 
|I|*N that the first Corney 
Barrow hostelry 
quenched the thirst of work- 
ers in London’s financial sec- 
tor. But it was more than 200 
years later. In 1936. that 
managing director Sarah 
Heward decided it was time 
to open a branch in the capi- 
tal’s theatreland to add to 
the nine wine bars trading in 
the City. 

Rather than going to a tra- 
ditional management consul- 
tant to develop and imple- 
ment the business plan for 
the expansion, she chose an 
MBA student, from Ashridge 
Management College in the 
UK. who completed the con- 
sultancy project as part of 
the MBA programme. 

The idea came from one of 
the company's non-executive 
directors. But Ms Heward 
says she was convinced it 
was a good way for a small 
company (it then had a turn- 
over of £5£m> to hire high- 
calibre consulting. “I could 
rot countenance going to 
one of the big players.” 

MBA students are increas- 
ingly being used in a consul- 
tancy role, although few 
business schools structure 
their MBA programmes in 
the same way as Ashridge. 
There, eight months of the 
year-long programme are 
devoted to a consultancy 
project, says Doris Boyle, 
MBA administration man- 
ager. "The project really is 
the learning vehicle,” she 
said. 

Some European schools, 
such as London Business 
School, have been incorpo- 
rating consultancy projects 
in their MBAs for nearly a 
decade. These days, it is rela- 
tively commonplace in the 
big US business schools, too. 
At Michigan, Chicago, Kell- 
ogg. Harvard, Berkeley. Dar- 
den. Wharton and Columbia, 
students are turning their 
hands to consulting even 
before they graduate. 

The business schools 
believe it is a strategy in 
which everybody wins. The 
biggest benefit to the 


company is cost Gina Cut- 
ner, the Ashridge MBA who 
completed the Carney & Bar- 
row project, worked at the 
company far eight months. 
During that time she was 
closely monitored and aided 
by a member of the Ashridge 
faculty. Hie whole project, 
including fees to Ms Cutner 
and outside mar ket research, 
expenses, cost just £25,000. 
At other schools, many 
MBAs work far free. 

The big advantage for the 
MBA is that consulting pro- 
jects are multi-disciplinary, 
rather than illustrating one 
subject, says Bala Balachan- 
dran, professor of account- 
ing and decision science at 
the Kellogg school at 
Northwestern University on 
the outskirts of Chicago. In 
addition, the theory has to 
he tested by the sponsoring 
organisation - it cannot 
remain a mere hypothesis. 

Ms Cutner, for example, 
had to question the initial 
strategy; decide what 
aspects of the City bars 
should be discarded - the 
Reuters screens were one of 
the first thing s to go; handle 





Branching out Canny & Barrow's new wine bar In London’s St Martin’s Lana 


Jason Orton 


has to be completed in just a 
few weeks - an MBA has to 
complete the project in time 
to graduate while profes- 
sional consultants ran hang 
around for years. If neces- 
sary - MBAs are only steal- 
ing a small slice of a rapidly 
expanding cake. 

la the case of Kellogg, 
each MBA project group 
liaises with one working 
consultant to ensure the 
project’s success. This gives 
consultancies the chance to 
assess whether they would 
like to employ the MBAs on 
graduation. 

While Ashridge MBAs 
work individually on their 
projects, at most other 
schools MBAs work in small 


Management consultancies seem 
unperturbed by students doing for 
free jobs for which they would 
charge thousands of dollars 


human resources issues: pri- 
cing; and the stock lists. 

Ms Cutner believes the 
skills she learnt at Corney & 
Barrow have proved central 
in her current role in corpo- 
rate development at Dixons, 
the electrical retailer, where 
she is looking for new busi- 
ness opportunities. 

Traditional management 
consultancies seem unper- 
turbed by the prospect of 
unpaid students doing jabs 
for which consultancies 
would charge thousands of 
dollars. With one-third of 
students from the big busi- 
ness schools joining consult- 
ing firms, their project expe- 
rience means many 
graduating MBAs already 
have the skills needed to 
start consulting straight 
away. 

And because each project 


teams. At Kellogg 80 stu- 
dents, in groups of four or 
five, carry out consultancy 
projects at the end of the 
first year. 

Projects this year range 
from proposing new US mar- 
ket products for bank group 
ABN Amro to conducting 
product and marketing 
research for Registry Online, 
which sells wedding gifts 
over the internet. 

One group even devised a 
plan to cut the cost of hip 
transplants at an Illinois 
hospital, which involved the 
students “scrubbing up" and 
observing hip operations. 
“There is nothing to replace 
reality," comments Prof 
Ra techandran. 

Because the Kellogg stu- 
dents spend just one day a 
week on the projects, fitting 
them In between courses, 


they tend to be limited to 
companies in the Chicago 
area. 

On the other hand, at 
Michig an in the US and Man- 
chester Business School in 
the UK. groups of students 
work together on interna- 
tional business projects. In 
the case of MBS, the projects 
last some 10 weeks at the 
end of their second year. 

At MBS students have to 
bid for the projects, with the 
companies involved select- 
ing the students they think 
will do best As at Kellogg, 
there are invariably more 
projects available than stu- 
dents to complete them. 

MBAs at T- pnrion Business 
School, where project work 
accounts for half the final 
marks on the two-year, 
full-time MBA programme, 
also complete a consultancy 
project at the end of their 
second year. One happy cli- 
ent is Edward Jones, the 
retail stockbroker. 

The US firm has used LBS 
students an consultancy pro- 
jects every year since ISM, 
and the results were instru- 
mental in the firm’s derision 
to move into the UK market, 
where it opened an office a 
year ago. 

Allan Anderson, UK man- 
aging director, says the deci- 
sion to open in the UK was 
not based on the MBAs’ 
work alone, but it helped the 
firm focus its efforts. 

Without the consultancy 
projects, Edward Jones 
would have opted for tradi- 
tional management consul- 
tants. But cost, says Mr 
Anderson, was not the over- 
riding issue. “The MBAs 
don’t come with an institu- 
tional bias; they are very 
enthusiastic about going to 
primary sources for their 
research." 

Corney & Barrow’s West 
End wine bar opens today in 
London’s St Martin’s Lane. 


NEWS FR0MCAMPUS 


Sloan web site 
hopes to net 
applications 

MBAs are Increasingly savvy 
when it comes to using the 
internet. At the MIT Sloan 
School of Management they 
have to be: this year al 
applications need to be 
submitted via the web. 

Sloan Is using software 
called GradAdvantage, 
developed by a 1996 Sloan 
alumnus, John Pyrorvotakis, 
and his company 
Colfegescape, now part of 
Peterson’s, the online 
educational publisher. 

The programme enables 
business school applicants 
to All in Just one form to 
apply to all their chosen 
schools, although so far only 
Sloan demands online 
applications. References and 
transcripts are sent by post 

Sloan used to post 30,000 
appfleation forms each year 
and had to input and store 
3,500 applications. 
Applications have already 
arrived for the dass of 2001. 
GradAdvantage: 
www.gradadvantage.org 
Sham, web jnitedulsloan/. 
www/ ■ 

international 
quick course 

Executives looking for a truly 
Internationa] six-week 
programme might consider 


Insead’s latest short course. 
Begining In spring 1999, the 
International Executive 
Programme will comprise 
two modules: three weeks In 
Fontednebleau In April; and 
three weeks in Singapore in 
July, Including visits to . 
companies in fire region. 
Between the two modules 
participants win carry out 
project work and be linked 
via the internet 
Insead believes the 
programme wBI prove 
attractive to companies 
unwillng to send managers 
away for six weeks at a 
time. 
e-mail: 

afflsonwheeterfiinseadJf 

| . 

Sharing ideas 
on innovation 

How do you turn great Ideas 
into profitable projects? 
London Business School 
believes it can help with the 
Innovation Exchange, a 
forum for companies that 
want to better exploit 
innovation. 

The Exchange is bang 
championed by Tony 
Greener,' chairman of 

Diageo, the branded-food: 
and drink group, and - 
director of the Marketing . 
Councfl, which is supporting 
1 the project 

It will be administered by 
the Centre for Organisational 
Research at LBS. 

Information Exchange: 
www.lexchange.org 


far Hews from Campus should be seat to Pete Bradsh a w, 

Tba Financial Timas, Ona Southwark Bridge, London SE1 9HL 
Td. 44 171 873 4073 Fax 44 171 873 3950 


TECHNOLOGY VIEWPOINT NICK REED 


Time for interactive action for investors 


The internet could give ordinary people a far greater say in how 
their money is invested in the stock market, allowing more 
democratic control over companies’ activities 


Most private 
investors are aware 
of how the internet 
is beginning to 
change the financial 
services industry, with 
online trading services 
cutting the cost of buying 
and selling shares. 

In the near future, 
however, the net may 
provide investors in pension 
schemes, or holders of life 
assurance policies, with the 
moans to have a much 
greater say in where their 
money is invested. Although 
this sounds innocuous, it lias 
very important 
repercussions for democracy. 

AH too often, big 
corporations arc 
unaccountable to the general 
public. Politicians can be 
toted out of office, but 
chairmen and chier 
executives are rarely 
unseated by shareholder 
actions led by private 
individual shareholders. 

Mure often than not, 
(tension funds and 
Institutional investors do not 
care about business ethics as 
Inny as the profits keep 


rolling in. However, many 
people who pay into pension 
funds do not feel this 
way. 

Ethical pension hinds, 
which do not invest in 
“unethical companies”, 
already exist. However, their 
policies have little impact on 
the shore price of the 
companies in which they 
don’t invest The scheme I 
am proposing would take a 
much more aggressive 
stance in promoting change 
in the way public companies 
act. 

National laws no longer 
prevent corporations acting 
in anti-social ways, as a 
company can easily move its 
headquarters or intensively 
lobby the government to 
change its laws. What 
corporations do listen to. 
however, is the money that 
pension funds and other 
institutions invest in them. 

Whose money is this? It 
belongs to you and me - the 
money we have invested for 
our future, the money we 
have saved over the years 
for when we retire. Although 
the pension funds hold the 


shares, the shares have been 
bought with our money. 

That is, fond managers are 
taking decisions on our 
behalf. Does this still need to 
be the case? 

In the past, the 
administration cost of 
gathering the views of 
investors was simply too 
high to be practical Imaging 


This system of 
democratic 
capitalism needs 
to be tested 


the Prudential trying to ask 
millions of investors 
whether they think Premier 
Oil should carry on working 
in Burma, where there is a 
violent dictatorship. The 
paperwork and postage 
alone would be too great to 
justify such a survey just for 
an investment decision. 

However, this is not the 
case any more. The internet 
allows millions of people to 


register their views within 
seconds. Administration 
costs associated with this 
are minimal - users would 
log on to the voting system, 
authenticate their identity 
with a password (and any 
other security measures 
deemed necessary) and then 
cast their vote, which is 
instantly recorded and 
counted. 

Of course there are 
security and authentication 
issues, but these are no 
different to the problems 
that are being solved for 
internet banking and 
e-commerce. 

Although the theory may 
be a t trac ti ve, this type of 
scheme is only as good as its 
implementation. So 
how would it work In 
practice? 

I am proposing a pension 
fund for investors with 
internet access where votes 
would be held at the request 
of the members fie, 
investors). Where there is a 
quorum, action would be 
taken on the result of the 
vote. This is democracy in 
action for an age where our 
existing version of 
democracy Is rapidly 
becoming less relevant 

Consider an example: say 
a British minirig company 


plans to open a mine in 
Brazil which necessarily 
involves moving thousands 
of tribespeople from homes 
they have occupied for 
centuries. The Democratic 
Pension Pond receives a 
“request for vote" from a 
large number of its 
members. Within 12 hours a 
vote is organised. Members 
vote on the question “Does 
the British muting 
company's activity In Brazil 
contravene the ethical code 
of the Democratic Pension 
Fund?" Within 24 hours, the 
vote shows an overwhelming 
majority of members have 
said “yes”. 

The following day the 
Democratic Pension Fund 
sells all its shares in the 
company, causing a 7 per 
cent fall in the stock. Other 
investors pile out. worrying 
that there may be mare to 
come. The stock falls 
another 10 per cent. The 
company is forced to 
abandon its plans. The 
Democratic Pension Fund 
buys back its shares and the 
British Mining Company’s 

share price rises again. 

Naturally, this strategy 
will work only If enough 
money is involved to move a 
stock price and have 
a significant impact 


in the boardroom. 

Fund managers tend to 
say that such an investment 
strategy would coat people 
money, and therefore always 
ultimately foil. I disagree. I 
believe that as soon as ■ 
people see their money 
making a difference, they 
will be only too happy to 
forego profits from other 
people's misery and 
hardship. 

At present, people with 
internet access form a 
minority, not only In the UK 
but elsewhere. One day, this 
will no longer be the case. 
When the Internet is 
delivered through the 
television screen, it will 
become a mass medium. 

Before that happens, this 
system or democratic 
capitalism needs to be 
tested. The future can be 
about greater democracy in 
the business world, 
not less. If 
enough support 
is gathered, the 

big pension 

funds will have 

to follow suit. ,v’ 

. / 

The author is a London-based 
financial journalist and 
director of kVC, on internet 
consultancy. 
ntck.reedrjgroc.co.uk 


There Is a rather 
hollow ring to 
the city’s claims , 
of a cultural 
renaissance 

On the comer of Shanghai's 
People’s Square, where less ; : 
than a decade ago hundreds- 
of thousands of 
Shanghainese gathered in 
solidarity with the ’ 
demonstrators in Tiananmen 
Square, another new 
building is about to open in 
this city of shiny, empty 
skyscrapers The Shanghai 
Grand Theatre. - . * 

It is a graceful and elegant 
building, not just by the 
standards of the 
mirror-walled office towers 
that have sprung up across 
the dty in the 1990s. At the ■ 
top of a flight of broad grey 
marble stairs, flanked by 
fountains, Shanghai’s opera 
house stands raised from the 
mam square. 

The glass walls - flecked 
to filter the sun’s ultra-violet 
rays - make the place 
unexpectedly airy and light. 
The design flourish that fops 
it off is tiie roof, a hefty, 
elongated white saucer 
buoyed by the rectangle of 
glass below. 

Perhaps it is not an 
architectural coup de the&tre 
to compare with the recent 
additions to cities such as 
Bilbao or Los Angeles. 
Shanghai had neither the 
appetite nor the budget 
($150m [£94mD for anything 
so bold. But the theatre's . 
French architects have 
delivered a genteel 
monument to the 
sophistication that the 
people of Shanghai consider 
a hallmark of their uniquely 
Chines e cosmopolitanism. 

Indeed, In ternationalism is 
sometimes' seen not a&snrr- '* 
inherited feature, bui'an *• 
innate characteristic in - 
Shanghai. On my first 
weekend back in Shanghai a . 
couple of years ago. I 
wandered past the vast - 
construction site and asked 
a labourer what was being, 
built I then asked him. why 
China’s largest dty wanted 
to build a western-style 
opera house. He was dearly 
baffled by the stupidness of 
foreigners, and explained as 
best he could: “This is 
Shanghai . . ." 

The government’s proud 
developers describe the 
L800-seater theatre as a 
“crystal palace with musical 
rhythms". They say: “Its 
bold, futuristic style satiates 
Shanghai’s craving for a 
modem cultural icon.” Ye. 
Zhikang, a former actor now 

the Shanghai government’s 
radio, film and television 
chief, says it is a mark of 
how “Shanghai’s cultural 
growth has moved ahead 
with the economy”. 

And yet, there is 
something that rings hollow . 
about Shanghai’s dnime to a 
cultural renaissance. 

Cultural development in 
Shanghai has not kept pace 
with the double-digit rate of 
economic development - 
music, radio, television and 
film are still hobbled by 
state controL 

To measure it in terms of 
political geography, the 
Shanghai Grand Theatre 
stands squarely at the 
crossroads of what China’s 
Communist authorities do 
bet and what they do worst 
Building state-of-the-art 
concrete projects they are 
good at, providing the public 
with a platform for artistic 
expression they arecot' . 

Only last nmrith. S hanghai 
illustrated how officialdom 
rules - and often ruins - the 
best cultural endeavours. 

Shanghai’s leading 
classical opera troupe had 
been invited to perform The 
Peony PooUkm. a love story. 


as the centrepiece of the - 
l.frutrin Cento r s nmm g arte ' 
•festival in New York! But,' 
days before the production' 
was due to depart for the US, 
the Shanghai Culture 
Bureau, branded it “feudal, 
absurd and pornographic”.' 

There was nothing explicit 
in the performance hut 
official noses seexn to have : 
been put but of joint by the 
fact that the production had 
a naturalised American- 
I Chinese director, who, in the 
eyes of opera’s conservative 
grandees, had departed from 
• the “true" interpretation of 
the classic. 

Shanghai’s cultural 
i controller forced the 


PaxriUcn, sinking the half 
■ tnflito n dollars the Lincoln 
Center had invested, and 
thereby dashing the hopes of 
the Shanghai opera troupe 
and damaging the prospects 
af foreign-funded 

performances abroad. 

At the Shanghai Grand 
Theatre. Mr Ye too has a 
dear idea of what culture 
should be. “Art should be 
something good, something 
beautiful,” be says, echoing 
the sentiment that directs 
the ambiguity-free 
propagandist material that 


Fostering creative 
productions 
is likely to - 
mean loosening 
cultural controls 


stfll takes up so much space 
on China’s screens and - - 
stages. He saw no reason 
why the (hand Theatre, 
neighbouring the Shanghai 
n&hsfcipal; government; 
might serve as a platform for 
the artistic expression of. 
political dissent 

In Shanghai the r .\ 
government wfll decide what 
goes on stage: “In terms of 
the th ft Shanghai • 

I. theatre has high standards, 
even though they are not 
written," Mr Ye says. 
Political considerations are- 
understood to have already 
held some sway over this 
season’s programme. And 
the same unwritten code 
keeps radio, film and 
television within the' 
boundaries of what the 
paternalist Communist Party 
considers acceptable, both 
morally and politically. 

Next week Shanghai’s 
Grand Theatre opens with a 
production of Sioan Lake. 

The ballet dancers may well 
be hard-pressed to outshine 
the auditorium - by the 
admission of some of 
Shanghai’s a r t i st s and 
directors, the quality of the 
city's culture lags the 
standards of construction. 

Awkwardly for the . 
government, fostering 
creative productions is likely 
to mean loosening cultural 
controls. And. in an age 
when Seinfeld, the US 
television sitcom, makes 

more money than Shanghai 
Petrochemical, nurturing 
cultural output may prove as 
important economically as . 
industrial output. 

Perhaps, then, the 
Shanghai Grand Theatre fits 
neatly into the formula 
government officials use to 
explain the host of other 
empty buildings yet to be 
filled with modem 
businesses: the city has built 
the hardware of a modern 
metropolis, it still bas to 
develop toe roftware. 

• Or, to use the description 
of Shanghai’s mayor, Xu 
Ruangdl, development is 
sometimes like an oversized 
sweater you might buy a 
chlM for Christmas. 
Something to grow into. 
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INSIDE TRACK 


Fight jargon and win £500 

II yw hale gottjtedegook and want id further totalise of plain 

English, enter a ctOTpetit/on being run. Tor the second year, by the 
financial Times and the Management Consultancies Association. 

This is your chance to get you own back on your professional 
adw*re. At the same time you could convert with a eft) of to 
scissors, the annoying rubbish filling your in-tray into a £500 prize, 
ttte an looking for examples of jargon, gobWedegooic and absurdly 
contorted prose from letters, reports, proposals, broctiures, promotional 
material, books and so on, puMshedtwerto last year. Entries can be 
the wori< of any business or professional advisers, including: 

9 Bankets 


• Lawyers 
■ f Accountants 

To enter to competition, simtfy fiB in to form below (pfiofocopfes 
accepted) enclosing an example of the worst gobbtedegook written or 
published since September 1 1997. No individual may submit more . 
than ore entry. Examples must be in Engfeh and should be no longer 
than 300 wcnJa * 

Entries must be recehred by October 16 1998. The top time entries 


; Financial Times/Management Consultancies Association 

Business Jargon Competition 


Entry form 


t 


Entries must be received by Friday October 16 1998 

The ampetfttan adtnrasbelnr 

The FT/MCA Busness Jargon Competition 

11 West HaWdri Street 

London SW1X8JL 

tone otf witter 
Address 


i Teteptmoe _ '{•' . _ . ' ' . .. 

1 

2 ! attach (pfcaEe staple) my example for the atore competifai wtifch was 
* produced by 

2 insert name of IndMdUi/Rrm/jKMcaaBR) 


[ On (enter data) * ■ ' • 7 “ ' 




t mp orta at You must give your name m Ms fonn. 

but it you do not whh your name to be 
esaodsM piMdy wMb this submisstDn. 
please tick this bn 


BUSINESS TRAVEL CORPORATE BARTER 

Ibiza? That 
will cost 
two laptops 


Trading surplus 
stock for products- 
or services is 
gaining popularity, 
writes Farrol Kahn 

y.You have a 
warehouse full of sur- 
» * a plus computers. You 
need airline tickets to seed 
your representatives over- 
seas for a sales campaign. 
What do you do? Get In 
touch with a middle man - a 
barter company that will 
convert your machines to 
tickets. 

Barter companies such as 
Active, Atwood Richards 
and ICON International are 
sophisticated, computerised 
businesses which act like a 
h ank. They receive “depos- 
its" of companies' excess 
stock, and then arrange 
“withdrawals’' of various 
products or services, up to 
the equivalent value. Barter 
companies, charging com- 
missions of about 20 per 
cent, also work closely with 
clients in planning, re- 
marketing; improving cash- 
flow and freeing up funds 
blocked by foreign govern- 
ment restrictions. Some- 
times they even establish an 
office for the client in which 
trade credits can be 
exchanged for air tickets, 
hotel accommodation or 
advertising. 

A classic barter might 
involve a computer manufac- 
turer with outdated hard- 
ware valued at film. Liquida- 
tion could unlock 20-30 per 
cent of the wholesale value. 
Instead, a corporate barter- 
company could buy the 
inventory in exchange for 
£tm worth of trade credits - 
the medium of exchange. 
The manufacturer can then 
use the credits to acquire 
goods, services or media. 

One of the biggest growth 
areas is the travel industry. 
British Midland, the airline, 
was sceptical about corpo- 


rate barter. It was 
approached by David 
Selikowitz, Active's Europe 
vice-president, with a pro- 
posal to convert seats into 
hotel accommodation. “An 
empty airline seat is a per- 
ishable. It has a value today, 

but tomorrow it’s worth- 
less,” he says. 

Cath Carney, who is 
responsible for British Mid- 
land’s air crew lodging, 
decided to try the system in 
Brussels. Since then, 
£700,000 of trade credits have 
been spent by the airline, 
exchanging air tickets for 
crew accommodation, uni- 
forms and advertising. 

ITT Sheraton used the bar- 
ter system - to set up an 
incentive programme for 
travel agents. “The idea was 
to give travel agents shop- 
ping bonds from well-known 
names like Asprey, Fortnum 
and Mason, and Burberry. 
To qualify for a £50 voucher 
the agents had to make six 
reservations in the group's 
hotels worldwide," says 
Michael Wale. ITT Shera- 
ton’s vice-president for UK 
and Ireland. It was impor- 
tant for tiie group to only 
barter its rooms and not pay 
cash. The programme was a 
success, and the deal was 
worth £1.3m. in rooms over 
three years. 

When ITT Sheraton 
acquired CIGA hotels. Active 
placed a £7.5m advertising 
campaign worldwide for 
them. Magazines and news- 
papers exchanged advertis- 
ing space for hotel rooms, as 
well as printing presses and 
computers, which Active 
already had from another 
trade credit. About 90 per 
cent of the campaign was 
placed. 

The annual volume of 
global transactions in corpo- 
rate barter has reached 
£5.15bn and participants now 
include large companies 
such as SroithKline Bee- 
cham. Citicorp, General 
Electric, Hilton Corporation. 



Casio and Calvin Klein. 

Bat although bartering 
appears to have been simpli- 
fied, glitches still occur. 
“The downside is if we use 
up our barter before they 
use up their, rooms," rays 
Lisa Cole of the Hilton Fon- 
tainebleau. “They expect us 
to provide them with accom- 
modation at a prime time, 
when we could sell it at high 
rates.” The hotel now 
charges the rooms at an 
average rate, not a discount, 
and specifies when the 
exchange can take place. 

Deals can also falter with 
re-marketing - when, for 
example, a company that 
“bought” something by bar- 
ter finds the same product 
being offered in the 


market at a lower price. 

Another critical element, 
according' to John 
J. McDonald, president of 
Casio, is to ensure that the 
barter company is stable. 
“Otherwise, it could well not 
be around to honour its. 
trade credits.” he says. It is 
now possible to buy insur- 
ance, which guarantees the 
arrangements. 

More companies are 
looking at corporate barter 
as an effective financial tooL 
So if you have stocks gather- 
ing dust, why not use them 
to realise profits? 

The author is director of the 
Amotion Health Institute . 8 
King Edward Street, Oxford 
OX1 4HL 



Air passengers 
question benefits 
of alliances 

One In three frequent 

long-haul travelers remains 
sceptical of airline claims 
that affiances between 
carriers bring consumer 

benefits. The London-based 
Travel Research Centre says 
business passengere are 
unhappy when they book a 
seat on a preferred airline, 
only to find they are flying 
on a partner carrier. Some 
customers also prefer to fly 
on certain types of jet. 

Smart service 

Guests at the 2,041 -room 
baton New York and Towers 
will soon be able to get into 
their rooms using American 
Express cards. The hotel is 
Installing an electronic 
system that will recognise 
the holder’s details and 
unlock the door. It.wHl work 
only, with smart technology 
cards. They include some 
Amex corporate cards and 
those issued to top-tier 
loyalty scheme members. 

Cabin comfort 

Next time you get 
comfortable in an aircraft 
seat, consider the claims of 
American Airlines. The 
designers of new seats 
being fitted in many of Its 
jets took into account 
passengers' heart rates, 
respiration and eye 
movements, body 


repositioning and “pressure 
mapping*- 

Barcelona bound 

Debonair wiH fly from 
London GatwrcktotfwftW 

time when it launches a dany 
service to Barcelona on 
October 25. The UK airilne 
alr ea dy flies there from 
Luton airport, noth of 
London. It will sham ticket 
counters at GatwicK with AB 
Airlines, its code share 
partner on several routes. 
One way and round-top _ 
fares will start at £80 and 
Cl 14 respectively. 

Shanghai hotel 

The Marriott chain is to 
manage a new, 317-room 
hotel in .Shanghai. Due to 
open in August next year on 
Hongquiao Road, about 4km 
east of the airport, it wifi 
have four restaurants, indoor 
and outdoor pools, fitness 
and business centres. 

Edinburgh link 

Euroscot Express, a UK 
regional airline, launches a 
scheduled service today 
between Bournemouth and 

Edinburgh. Flights are daily, 
with one-way fares from 
£59, including air passenger 
duty. The airline, which 
already operates from the 
south coast town to 
Glasgow, says 30 per cent 
of its passengers are 
travelling on business. 

Roger Bray 
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CONFERENCES AND COURSES 


CONFERENCES 


SEPTEMBER 2 

IT and Customer Loyalty 

Seminar 

A breakfast seminar considering how 
technology can be used 10 annul and 
retain customer loyalty. Speakers 
include; Phil Hendey. Orange Personal 
Com muni cal ions Services, David 
Roboitom. The Direct Marketing 
Association. Dr William Lovegrove. 
Ministry ol Sound 
For details contact: 

Sion Fancoun. 

Financial Times Conferences 
TcU 0171 S73 JIM 
Fas; 0171 873 3007 

LONDON 

SEPTEMBER 3 & 4 
FT World Aerospace and Air 
Transport Conference 

Distinguished speakers include Neil 
Kinnock. .Member of the European 
Commission; Adam Brown, Airbus 
Industrie; Robert Aylmg, British Airways 
pfc; Pienc Jeamrioc IATA: Join Weston 
CUE, British Aerospace pic: Gordon 
Bedtime. Con linen la I Airlines Iik and 
Jim Swigan. Vupn Express. 

Cantu: Jaunu Edvaids. 

FT Conferences 
TeLH-W) 171 873.074 
Fas: t+44iI71 S73 3SD6 
Email; jaumajshwnfcji' ft.com 
rsrm.nctnfcmKCMom 

LONDON 

SEPTEMBER 10 & 11 
The Fourth Annual Beneficial 
Owners' Summit On 
International Securities Lending 
Course provide* detailed lniighti on rite 
European Secuntxs leodiqc Mate!, wi* an 
Empiasaa on flte UK. Tqiici: 'knpteausn rf 
the Euro eo Secuidn Lendmg *lbc Evohiup 
Role of Agents and Principal*; "Risk 
Mmapctoent ’Performance Measiirenent; 
■Benchmarking; ‘Impact of Recent 
Cirootidincim on Securities Lmfing Rmcwe 

■ Equity Fina n c e Aisnuativn Jachtdmg Tn- 
Pany Eifoiv Repo 

Contact: MN. Tel: 1-212-TbS- >804, Ext. I 
Fas: 1-21 : TiK-2-HH 
E-mail: imoicpg aolxnm 

FIFE. SCOTLAND 

SEPTEMBER 13 -16 
Global Commercial & 
Residential Real Estate 
Finance & Securitisation . 

O'er 200 rirculitei already registered! 
EraAuas InuncBj; & amaUKM cpkma for 
pn?an companies and portfolio nunagm 
Cwmln Rmmdiahlpv • UK • France 

* Germany * Netherlands » Holland ■ Inlv 

* Belgium ■ Japan * Sweden * Spain 

• Dcnmart. AjftCLlma: * Subprime 

■ REJTi * Home Equitv “ Housing 
Authorities • Pubs * Non -Perform ing 

* Jumbo Pfandbncfc * Nursing Homes 

* Stated A|fiKiaui. 

Causa: IMN.Td: 1-212- 768-2800 esL 1 
lac 1-2I2-.6M484 E-nul: inUR^'aolcaai 
CANNES. FRANCE 

SEPTEMBER 14-18 
Understanding Corporate 
Treasury 

Run jointly with The Association of 
Corporate Treasurers, aimed at new 
entrants 10 corporate treasury md 
professionals who interface with treasury 
and need lo understand its role in the 
business. It provides a comprehensive 
o verview of • liquidity management 

• interest and currency risk management 

• corporate finance and funding 

• tteawry mmagnnctu and control 
Contact: Kathryn Brennan 

Tel: <Ul0ll7 1 2139728 
Fu:U(0) 171 248 2591 
E-Mail: kbwnnantSiiieaiiggr * mut 
LONDON 


SEPTEMBER 15&16 
Energy Utility Valuation 

The seminar will look u the impact cf the 
regulatory and competitive environment 
and capital structure, on quantitative 
assessment or value md risk. It will 
focus on quantitative methods and 
include several case studies requiring 
participants to undertake their own 
valuations of utility businesses. Offered 
by CEPMUP/Dundee. directed by NM 
Rothschilds & Sons Ltd. in association 
with Ashura Moms Crisp. 

2 Days £950 Contact Moira McKinley 
Tel: 01382 344303 Fax: 01 382 322578 
Email: cpml p flldun de e jcjA 

LONDON 


Intslconi 98 - The Wireless 
Economy 

The Wireless Economy 
Conference and Exhibition 
inquety tor lha test ttme 
represents the totality of the 
expiodng European moMe and 
wtretess comnuucahorts Industry. 
Supported by 18 key aseoaaiiorts. 
hear 100 CEOs and VPs unveil 
their future visions for the mtib- 
bitSon ceflmar, moWe data and 
Internet, mobile satellite, paguig. 
trunked radio, mobile e-commerca, 
wireless access, network 
management and broadb&id 
muthmecBa content sectors. 

Tel: +44 171 957 0030 
Fbx: +44 1717 957 0031 
www.IntelcotnSSxom 



Earls Court, London 


tatematkma! Real Estate Finance 
Conference “Creating a New 
Synergy; State! Partnerships 
in Real Estate Finance" 

Sponsored by ttw Mortgage Barttera 
Ascoriattafl of Amailca IMBAJ. The 
only i na a na i luna) real estate franca 
conlorance devoted to mortgage 
Enanta professionals bom dozens 
of naims. Susans cover recent 
dewlopmeras n lha resldental and 

commensal sectors h emerging 

marftoto Topics include muHaiwd 
activity, fl ovanvn en t poky parapocUw, 
secondaiy systems. murruOanal low 
income housing, fonovalhm tadmology 
and trade banters. 

For hmtur 1 Mcreudon contact 
MBA htamaflonsi DfvWon 
ToL- 202(016560 
Fine 202 0610738 
Email: bitomtlanal^mbaadOrg 


Maui, Hawaii, USA 


Conferences 

& 

Courses 


SEPTEMBER 17 & IB 
, DSW: First German 
Corporate Governance 
Conference 

Cenany's leading dtareboWer raocoriao 
iiTtEa iofenBCknai jnHtainml taverns for 
dui conference (EngfariU- Key speakos w3I 
dccca preaae and fueac dev eJ opcn eo n in the 
German corporate governance sjunu. 
Conacc Jefla Benner- Ite ta o c h e r 
tbl; +49-2 1 1-66 97 02 
Fax; +49-211-669760 
Email; pfc@dsw-inf(Mle 
far further information 

Wiesbaden. GERMANY 


Opportunity South 
West (Plymouth) 

Need to do 
business in the 
South West? 

Then beat the Opportunity 
South West (Plymouth). 
Organised by: 

Plymouth' Chamber of Commerce. 

For stand details & tickets 
teL 01752 202 500. 

Wabaita: 

www 48 ymoiim-charTtberxo uk. 

Plymouth 


SEPTEMBER 28 -29 
Financing International 
Energy Projects: 

An Introduction 

The seminar discusses the issues 
involved in putting together and 
concluding project finance: legal, 
political, commercial and financial. 
Speakers will address key issues and 
present case studies from the mate 
rectors of the energy industry. Offered 
by CEPMUVDimdee. is association 
whb NM. Rothschilds & Sons Ltd. . 

2 Days £J9S Contact: Moira McKMiy 
Tel: 01382 344303 Fan 0 1 382 322378 
FmaB ; qmjpfl JmltMHt 

LONDON 


SEPT 28 -OCT 2 

lATA's Air Transport Outlook 

and Fleet Maiming & Trading. 

2 Major Conferences. 1 exhibition. 
For air industry strategim. planners, 
■radeis. senior executives. 

Speakers from; IATA. Airbus. ICAO, 
Boeing. CIBC. JAL Banque Paribas, 
BA, Lufthansa, and more. 

Details: Donas Fattctsao, 

Tel: 018 1 «J7 6238 
Fur. 0181 5725463 
email: < pifHrfvwl^ ) iiifii 

BERLIN. GERMANY 


Conferences 

& 

Courses 


OCTOBER 8 -10 
Institute for EasfWest Studies 
and city of St Petersburg 
present “Baltic Sea, America 
& Eurasia: Vision and Action 
for the 21st Century” 

High level political figures and 
corpora t e executive* witf explore how 
to expand die opportunities for erode 
end investment from North America to 
Burasia. 

Td:« 1(212) 834 4100 or . 

TeL- +7 (812)27* 1708 
Fine + 1 (212) 824 4149 

Email- aoolllinrem llifftWjoqi 

RUSSIA 

OCTOBER 14 *15 
FT World Mobile 
Communications Conference 
This aiuuui FT conference has once 
»ptm attracted *n tacmuienaJ audience 
of senior executives from Ok mobile 
industry. Speaker* include: Mr Hons 
Snook. Orange pic: Dr Jung-Uci Seo, 
5K Telecom. 

Contact-. Sian Fancoun 
Tel: 0171 873 3262 
Email: sun^mcoute&ftaxn 
www.ftam fe renccfccoro 

LONDON 


OCTOBER 20 & 21 
The 2nd Utility Congress 
- The Competition Audit 
A two day conference and exhibition 
organised by Utility Week magazine 
will aidrcss key issues facing the utility 
industry. Speakers include: Phil Notan, 
Trausco: Keith Orchfcsoo. Electricity 
Supply Aarocfatkiu of Australia; John 
Easton. Edison: Chris MeOor, Anglian 
Water: John Roberts. Electricity 
Association. Mike Berais, London 
Ekctridtv 

Tel: +44 181 652 38 18 
Fax: +44 181 652 3482 
E-mail: angeiajooes^rbixojA 

BRIGHTON 


DECBUBER1 &02 
18th FT World 
Tetecommunlcations 
Competition and convetgence will be 
the two main [hemes of the 1998 FT 
World Ibkcoms Conference. Speakers 
include Sir lain VaRanne, Chairman. B T 
pic: Mr Gary Forsce, President and 
CEO, Global One 5A; Mr David 
Bdmonds. Director GeoeraL OfteL 
Enquiries: Sian Fancoun 
Tel: 0171 873 3262 
Fax: 0171 8733067 
e-maD: sian.(anooun@ftxoai 
www^roafeieaceuxun 

LONDON 


DECEMBER 2 -4 
Venture Forum Europe *98 

Arranged by FT Conferences and 
Venture Economics, rhe 9ih annua] 
Venture Forum Europe will provide 
industry leaders with an important 
opportunity to increase their 
undemanding of the European venture 
capital maricapiace. 

Enquiries: Sian Fancoun 
TeL 0171 873 3262 
Fax: 0171 87.1 3067 
e-mail: sianJaDcoiut(^fuom 
wwwAooafancGUMD 

LONDON 


Financial Times Conferences & Courses 

International 
Conference Venue 
Directory 

From 7 September 1998 

The Financial Times will be offering Conference Venues 
worldwide the opportunity to advertise in a 
Conference Venue Directory on this page every Monday. 

If you have a conference venue to promote, advertise in 
this regular section and reach over 1 miliion readers 
including some of the most senior & influential 
decision makers worldwide. 

For further information, please contact: 

Jade Sanderson 
Tel: +44 171 S73 3507 
Fax: +44 171 873 3098 
email: iade.sanderson@FT.com 


COURSES 


SEPTEMBER 2 -4 

ttretOn -portrma In Anancfcf fcncMfei&r 

Introduction to the City and 
HnandaT Markets 

- fflnorical Rule of die Chy • The Rate 
of the Bank of England - Banking 
System and Market Participants 
• Oipuiisutionai Structure and Services 
at Major Banks • Non Bank Financial 
Institution • Capital Money and Risk. 
Management Markets ■ The Loudon 
Stock MoAet • Technology and Jargon 
3 Ilays £W5 + VAT 

Cnomcc Birchin Training A Consulting 
Tbl; 0171 929 6633 Fax: 0171 929 6644 
Email: b i r d rin g b ii dmuioni 
haemc hopJ7www.biHdnn.com 

LONDON 


SEPTEMBER 7-11 
bbMn-pabmnlnSamKUknomhilgo 
Corporate Credit Analysis 
Skills- Le vel II _ 

• Sources Ot IirfinwiwlMmi Ifiiullii^ CmKl 
Rating * Non-fteandal Factors ■ 
Management Coinpdwyc • Intapretation 
of Financial Information * Cashflow 
Modelling • Accounting Concepts and 
Standards ■ Creative Accounting • 
Contingent Uabatiei • Corporate Fahnt 

and Recovery Suaregret 
5 Dqya £1245 + VAT 
Contact: Birchin International ptc 
Tel: 0171 929 6ti33 Fu: 0171 9296644 
Email: btrctea g bhdt u i.com 
Internee bnptfwwwJbfrchinxam 

LONDON 


Conferences 

& 

Courses 


SEPTEMBER 14 -16 - 
flhflto-partncfslnftm^ 
Damystiiyinfl Con^anyRepotte 
aid Accounts 

■ Tbc Rejulatocy Fronework - Accomtinjt 
nandardi - Tbc Audit Requirement * 
A cco un ti n g for Groups and Cbnsofidated 
Statements * Tunuwer. Trefiug Expotoes, 

Prc-Ta* Profits - Corporate Taxation.' 
Dividends, Earnings Per Share -Share 
Valuation ■ Cashflow Statements * 
Profitability. Liquidity, Solvency Ratios 
3 DAYS 3945 + VAT 
Contact: birchin training & consulting 
1-6 Lombard St, EC3V 9AA, Lowkm 
Tct 0171-924^033 Fu: 0171-9294644 
Email: birch kW^birdua .coni 
hienxe btqr//www.biichm.eam 

LONDON 


SEPTEMBER 16-18 

bhtliln-portn m lalkmnMknomloilgt 
hriroduction to Treoswy Products 

• FX: Bode De f i nitio ns, Major mflotnees 
and Key Players • Maiamcs of Spat tad 

Forwanl Rt ■ Basket and Cross Ccntwies 

• Money Maikets: Bank, of England. 
Operations - Key Ploy«s in Ibe Market, 
Cash Mwfcct (nnrumeua • Futures. FRAj, 
fmeren Rate Oprions, Cops - Cotta and 
FkMra,Swaps. 

3 DAYS 3945+ VAT 
Contact: Urchin training ft consultiog 
1-6 LombBd St. EC3V 9AA. Loodon 
Teh 0171-9294633 foe 0014294644 
Etnafl: bin±in@WtdtinjCotn 
Inemec hazp-J/www Jjiicfi in .com 

LONDON 


OCTOBER 12 - NOVEMBER 3D 
FT-City Course • 

Die FT-City Course, which takes place 
over 8- weekly afternoon sessions, 
provides id Gricdfent jnlurkctiiai to die 
Cfty of London ns a major financial and 
mwlMtycfiiflr 

Enquiries J<wm Edwards, 

FT Co nfe ren ce s 

TeL- (+44)171 5733374 

Rue (+44; 171 873 3067 

Emafl;joai«i * d w a n fe g )fLcoin 

wwwjteonftteneesjcom 

LONDON 


LANGUAGE COURSES 


FASi. EFFECTIVE. AFFORDABLE 

Would speaking youi 
Customers languagi 
have made the 
difference ? 


Dfd your last meeting overseas go as weB as you had 

h0ped? ?Vy fry/^ 7 °id you bse out to a competitor 
who efid speak the tenguage of the customer 7 
Don't let ft happen again - 

Calf BERLITZ for details of ’Doing Business In’ 
French/German/Spanish NOW on . 

0171 - 91S 0909 
0191 - 643 4334 
0161 - 228 3607 
0131-229 7198 


Helping the World Communicate. 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 





FINANCIAL TIMES ‘MONDAY A UGUST 1 7 1 998 * 


THE ARTS 


CO 

0 


LU 

CL 

o 


LONDON 

There Isa strong Rhnfeh anef 
Russian bias in this.wesk’&.Prarn 
concerto at the BeyalAJbert Hat 
Osmo Vfinskfl conducts the BSC 
Scottish Symphony Orchestra in 
musk: by his Finnish compatriot 
KaleMAho on Wednesday, and . 


objects on cfeplay will 
beasafesoMage"- 
iaquaredand g&dad' j 
wooden statues.'??*-' 
show opens 
tomorrow and runs & 
mW-Nqvember. 


Saito Wnorvafostrasi organised. 




over the London premiere of 
Magnus Lbidberg’s Arena an 
Saturday, Russian conposers are 
equally uysil represented, but the 
most intriguing prospect Is 
Thursday’s BBCPhHiannonic 
Prom, in which that most versatSe 
of Russtei conductors, GennatS 
Razhdestven^ty, presents anaO- 
British programme. - 
The British Museum has 
organised an exhibition of 
Buddhist art of the Edo period 
(1600-186$, drawn trom Its own 
eoflaction (right). Among the 
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‘Witty badinage' fate to earth tee unheeded messages from the afterworld: the miscast Ralph Fiennes and (Ana Thurman in the Patrick Macnee/Dkna Rfgg 'Avengers’ roles 


CINEMA THE AVENGERS 


All hyped up and nowhere to go 

This may be the worst action-adventure script in modem movie history, writes Nigel Andrews 


As the studio has reminded us at 
the start of each of its recent 
films - with an anniversary logo- 
sequence depicting a row of 
soundstages undergoing, some- 
what blzarrely, what seems to be 
a nuclear blast - Warner Bros is 
celebrating Us 75th year of 
“entertaining the world". 

Critics were expected to join in 
the fun last week by paying to 
see the un-press-shDwn The 
Avengers, directed by Jeremiah 
Chech ik. Paranoid colleagues 
wondered if this was a jape at 
their expense - saying ya-boo to 
the freeloading grouches, for 
once they can queue for their 
own tickets and popcorn - or a 
reassurance to filmgoers at large 
that Warners Trusts Them. 

Probably both. Rumours inevi- 
tably arose, however, that the 
film was so bad the studio 
wanted to avoid reviews. Having 
seen it. 1 can now offer Warners 
my personal debit-credit ledger. 
The film is certainly bad, indeed 
unspeakable. But reviews are 
unlikely to deter either the deter- 
mined - t«ns of the TV series 
who are damn well going to try 
out the movie - or the fust wave 


of filmgoers who think a cast 
comprising Sean Connery, Uma 
Thurman and Ralph Fiennes 
would make the telephone book 
entertaining. 

They probably would. But Don 
MacPherson's screenplay for The 
Avengers is another matter. It 
may be the worst action-adven- 
ture script in modern movie his- 
’ tory. Armed with no good Jokes 
and few good plot ideas, it pits 
bowler-hatted Steed, that epi- 
grammatic 1960s warm-up for 
James Bond, and leather-jump- 
suited Peel, that S-and-M proto- 
type for Anneka Rice, against 
Connery’s evil Scottish laird, a 
sort of McProspero who has 
seized control of the world’s 
weather. 

The script is divided in two 
halves. There are the bad bits in 
which Fiennes and Thurman 
exchange “witty" badinage In the 
old style (if only) of Patrick 
Macnee and Diana Rigg. And 
there are the worse bits in which 
London falls apart under the 
influence of cackling Connery, 
overacting to everyone's embar- 
rassment as the one-man El 
Niflo. 


Warner must have known they 
bad a dog on their bands. Their 
reasoning must have been: we 
have spent a fortune on this rub- 
bish, let us cut and run before 
the extra risk and cost of show- 
ing it to critics. So “promotion- 
look the form or action-packed 
trailers - a form of audience- 


bats you could hear a pfh drop. 
Characters keep saying “Tea?" as 
if this Cowardlsh sang froid in 
the midst of techno-mayhem just 
had to double us up. In case it 
doesn’t - and it doesn't - the 
film adds a dandruffy Jim Broad- 
bent as secret service chief 
“Mother", an eyepatched Fiona 


I responded most feelingly when Sean 
Connery hypnotises Uma Thurman with 
the words. When you awaken, you 
won't remember any of this' 


fishing in which you stick the 
best bits on your hook, like fresh 
lug, before reeling in the helpless 
prey - and saturation advertis- 
ing. 

The principle is that hype win 
engender box-office revenue 
before hearsay, let alone the crit- 
ics, start destroying it The plan 
may work for Warners, though it 
is a race against time. 

I saw the film at a public pre- 
view where the silence was 
frightening. Even in the funny 


Shaw bamming away as his trai- 
torous sidekick, John Wood as an 
epicene tailor and the voice of 
Patrick Macnee as an invisible 
MI5 colonel (don't ask). 

There was one sequence when 
the audience actually did laugh. 
Not a big laugh; more a sort of 
thin, grateful, attenuated titter. 
Connery lectures a boardroom 
full of colleagues dressed, for 
no special reason, in pastel- 
coloured teddy bear suits and 
heads. Probably the sequence 


THEATRE T HE EDINBURGH FRINGE 

An innocent 
at court 


reminded the audience of its 
childhood, when it was enough 
for a parent to hold up a funny 
animal to get that brief moment 
of giggly euphoria. 

Fiennes and Thurman should 
now take a long rest between 
roles. Though neither is to blame 
for being miscast, both are 
exmicfSting; One* wonders bow 
any movie-maker who saw. Miss 
T's last effort at pop-culture 
comedy - the villalnness in 
Batman And Robin - could think 
she has an ounce of talent in 
this area. Where she is all arch 
vowels and gauche timing, 
Fiennes is more restrained In his 
badness. He looks like Banquo 
after straying into another to- 
ner party at the Macbetbs. Tense 
and thin-lipped, he tries to “debo- 
nair" the would-be amusing lines, 
but they fall to earth like 
unheeded messages from the 
afterworld. 

- Is there anything to like in the 
film? Yes, I liked the Escher-style 
false- perspective staircase Thur- 
man runs around in one scene, 
defying architectural possibility. 
I liked the bio-mechanical giant 
hornets. And I liked the fact 
that Fiennes's Steed reads the 
FT. though perhaps be should 
avoid buying it today. All in afl, 
though, I responded most feel- 
ingly to the moment when Con- 
nery hypnotises a captive Thur- 
man with the words, “When you 
awaken, you won’t remember 
any of this.” Oh. if only. 


Yon hardly expect a show called 
Princess Sharon to have pbetry or 
pathos - but the Scarlet prodno- - 
tion of this at tike Traverse has 
both. Wit and rhythm also. This 
is a spellbinding play, superbly 
performed, taut with irony and 
mystery from first- to last . 

Does this story ring bells? A 
young woman, untrained for a 
public life of official duties, sud- 
denly catches the eye of a prince, 
who promptly decides to marry 
her. His royal, parents find her 
wholly unsuitable; the courtiers; 
do all they ««* to humiliate her; 
the prince soon transfers his 
affections to a more sophisticated 
woman; and all at court start var- 
ious plots to UIl our innocent 
heroine. 

fn fact, Princess Sharon is 
based not on the legend of Prin- 
cess -Diana but an the modern 
Polish classic Princess Jooha by 
Witold Gombrowicz. And what it 
recalls most, in this beautiful 
adaptation by Aodne , j Sadowski, 
is the most. heartbreaking of all 
Hans Christian Andersen's sto- 
ries. The Utile Mermaid, and the 
Czech operatic version of that by 
Dvoffrk, Rusalka. It also recalls 
the swan-prince dance version of 
that story. Tchaikovsky’s Swan 
Lake. 

On the one hand. Princess Sha- 
ron shows the tight, choreo- 
graphed, unspontaneous, absurd 
world of the court. Every remark 
by kin g or quean is obsequiously 
echoed by the courtiers in ironie 
little Gertrude Stein echo- 
chamber patterns. On the other 
hand, the heroine herself is a' 
tranquil, still waff with the 
steady gaze of a blind gjii- or a 
fish, a plain, dowdy, girt so cen- 
tred that she at once seems 1 omi- 
nous. - She seldom speaks and 


never conforms to any ortho- 
doxy, and so she becomes a trans- 
fixing Image at otherness, a 
Romantic muse in modern dress 
whose riveting unsophistication 
brings out- in the royal family 
buried memories of. lost inno- 
cence. ; 

Never for a moment does Prin- 
cess Sharon flag, so compellingly 
is it performed by. its Scarlet pro- 
duction, as directed by Katarzyna 
Deszcz. It Is at its .most astound- 
Ingly original in the Resting and 
presentation of Sue Maund as 
Sharon. She really does seem 
plain - both do wdy. and unattrac- 
tive - on the exterior, and yet 
from the first she seems lit from 
within. Her unblinking gaze, her 
f-hfiHHTco carriage, her sleepwalk- 
er's fixity of progress: no wonder 
she so disturbs all whoeneounter 
her. • • . 

But the whole ensemble (nine 
actors in all) is perfect. The wit 
of Grainne Byrne's performance 
as Queen Margaret, and the 
self-contradictory complexity of 
Jason Thorpe’s account of Prince 
Phillip are especially memorable. 
The claustrophobic, ludicrous eti- 
quette of court life (or of Sha- 
ron’s Irish female attendan ts) is 
captured in unforgettable move- 
ment patterns. Nigel Piper’s 
. music often fends the most imagi- 
native touches to. this psycho- 
drama.. 

This is a production I would 
Anthiisiasriraiiy recommend both 
to a child of 10 and to the most 
sophisticated theatregoer. Amid 
all the smut and ego of the Edin- 
burgh Fringe, this hardened 
critic hung on it like a wide-eyed 
Innocent 

JUastair Macaulay 



Disturbing: Sue Marund as Princess Sharon 


INTERNATIONAL 

Arts 

Guide 

EDINBURGH 

Edinburgh International Festival 
Tel: 44-131-473 2000 
www.go-edinbuiyti.cOMk 

DANCE 

• Pacific Northwest Ballet: A 
Midsummer Night’s Dream. 

British premiere for Balanchine's 
ballet, in a new production by 
Francw Russell, designed by 
Martin Pakledinaz. Stewart 
Kershaw conducts the Scottish 
Chamber Orchestra and Chorus, 
With soprano Libby Crabtree and 
mezzo soprano Louise Innes; 
Edinburgh Playhouse; Aug 20. 
21.22 

• Zumzum/Ka: Getebert- 
Azzopardi dance company. 
Choreography by Cesc GeJabert, 
in collaboration with painter 
Frederic Amal, set to a specially 
commissioned score composed 
and performed live by Pascal 
Comefade; Edinburgh Playhouse: 
Aug 17. 18 

OPERA 

• Don Caries: by Verdi. The 
Royal Opera in Luc Bondy’s 
production, with sets by Gdtes 
Ailfaud and costumes by Maidefe 


BickeL The conductor ts Bernard 
Haitink and the cast includes 
Karita Mattila and Thomas 
Hampson; Edinburgh Festival 
Theatre: Aug 17, 20 

• I Masnadienr by Verdi. The 
Royal Opera in the British 
premiere of Elijah Moshinsky's 
production, designed by Paul 
Brown and conducted by Sir 
Edward Downes; Edinburgh 
Festival Theatre; 

Aug 19. 21 

THEATRE 

• Life is a Dream: by Calderdn, 
in a translation by John Clifford. 
Royal Lyceum Theatre Company 
production directed and 
designed by Catixto 8ieito; Royal 
Lyceum Theatre; Aug 17. 18, 19. 
20, 21,22 

• The Robbers: by Schiller, in a 
translation by Robert David 
MacDonald. Production by the 
Citizens Theatre Company, 
Glasgow, directed by Philip 
Prowse; King’s Theatre; Aug 17. 
18, 19. 20, 21 

M GLIMMERGLASS 

OPERA 

Alice Busch Opera Theater, 

Cooperstown 

Tel: 1-607-547 2255 

• Falstaff: by Verdi. New 
production directed by Leon 
Major with sets and costumes by 
John Conklin. Conducted by 
George Manahan. Cast includes 
Kevin Glavin. Stephen Powell 
and Amy Burton: Aug 17, 22 

• The Mother of Us Alt by Virgil 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alden, with sets by 


Alien Moyer; Aug 18 

GLYNDEBOURNE 

OPERA 

Glyndeboume Festival Opera 
Tel: 44-1273-815 000 

• Caphcdo: by R. Strauss. 
Revival conducted by Andrew 
Davis and directed by John Cox. 
The Countess is sung by Felicity 
Lott With the London 
Philharmonic Orchestra: Aug 17, 
20 . 22 

• Le Comte Ory: by Rossini 
Revival conducted by Yves Abel 
and directed by J6r&ne Savary, 
with the London Philharmonic 
Orchestra: Aug 18, 21 

• Simon Boccanegra: by Verdi 
New production conducted by 
Mark Oder in a staging by Peter 
Hall. With (he London 
Philharmonic Orchestra. The title 
rote is sung by Bena Proldna; 
Aug 19 


LONDON 

CONCERTS 

BBC Proms, Royal Albert HaO 
Tel: 44-171-589 8212 

• BBC Phaharmonk;: conducted 
by Gennady Rozhdestvensky In 
works by Vaughan WiBiams, 
Simon Bainbridge and Walton. 
With mezzo-soprano Susan 
Bickley and bassoon soloist Kim 
Walker; Aug 20 

• BBC Scottish Symphony 
Orchestra; conducted by Osmo 
VanskS in the UK premiere of 
Katevl Aho’s Rejoicing of the 
Deep Waters. Programme also 
includes works by Beethoven, 
Shostakovich and Brahms. With 
piano -soloist Stephen 


Kovacevich and the London 
Symphony Chorus; Aug 19 

• BBC Symphony Orchestra 
and Singers: conducted by Oliver 
Knussen In works by Messiaen, 
George Benjamin and Skryabin, 
and by Stephen Cteobury in 
Robin Holloway’s Hymn to the 
Senses. With baritone David 
Wilson-Johnson; Aug 18 

• The Academy of Ancient 
Music: conducted by Christopher 
Hogwood In works by Handel, 
Bach and Vivaldi. With the New 
College Choir and soloists 
including soprano Emma Khkby 
and tenor Mark Padmore; Aug 17 

LUCERNE 

CONCERTS 

Inter na tiona Festival of Music 
Tel: 41-41-226 4400 
wwwJjjQemeMusic.ch/ 

• Berlin Philharmonic Orchestra: 
conducted by Claudio Abbado in 
the opening concerts of this 
year’s 60th anniversary festival of 
festivals, which wifi inaugurate 
the new concert hall. Programme 
includes works by Rihm and 
Beethoven. With the Swedish 
Radio Choir and soloists 
including Bryn Terfel; Aug 19, 20 

• Berfin Philharmonic Orchestra; 
conducted by Claudio Abbado In 
works by Mozart and Bruckner; 
Aug 21 

NEW YORK 

CONCERTS 

A vary Fisher HaS, Lincoln 
Center 

Teh 1-212-6755030 
www.Hncolncenter.org 

• I Sofisti Veneti: conducted by 


Claudio Scimone in works by 
Boccherini, Vhraldf, Tartini, 
Donizetti and Rossini; Aug 20 

• Mostly Mozart Festival 
Orchestra: conducted by Gerard 
Schwarz in works by Beethoven, 
Mozart and Mendelssohn; Aug 
18, 19 

PARIS 

EXHIBITION 

Centre Georges Pompidou 
Tel: 33-1-4478 1275 
www.cnac-gp.fr 
Max Ernst Sculptures, malsons 
et paysages. Around 100 
sculptures and paintings by the 
German-bom artist (1891-1976), 
who lived and worked In Parts 
and the US; to Aug 17 

SALZBURG 

OPERA 

Salzburg Festival 
Tel: 43-682-844501 

• Aufstieg und Fall der Statit 
Mahagormy: by WeM. Conducted 
by Dennis Russell Dawes in a 
staging by Peter Zadek, with sets 
by Richard Peduzzl. Cast 
indudes Dame Gwymeth Jones 
and Wilbur Pauley. With the 
Vienna Radio Symphony 
Orchestra; Grosses 
FestspieStaus; Aug 17 

• Don Carlo: by Verdi. New 
staging by Herbert Wernicke, 
with the Vienna Philharmonic and 
Opera conducted by Lorin 
Maazel. Cast includes Samuel 
Ramey; Grosses Festspielhaus; 
Aug 18, 21 • 

• Le Nozze de FJgara by 
Mozart Conducted by Sr 
Charles Mackerras in a revival of 


Luc Bondy’s staging, directed by 
Jo& Lauwers. With the Vienna 
PhQharmonlc and Opera. Cast 
inctedes Dwayne Croft and 
Barbara FrittoU; Kieines 
Festspielhaus; Aug 17, 20 

THEATRE 
Salzburg Festival 
Tel: 43-662-944501 

• Danton’s Death: by BQchner. 
New, co-prockictton with the 
Berliner Ensemble, directed arid’ 
designed by Robert Wilson, with 
costumes by Frida Parmeggiani; 
Landesth eater; Aug 17, 18, 20. . 

• TraSus and Cresskla: by 
Shakespeare. New, 
co-production with Theater 
Basel, directed by Stefan 
Bechmann; LerirbauhofrAag 18, 
19,21.22 . 

SANTA FE 

OPERA 

Santa Pe Opera 
Tel: 1-505-986 59 00 
www^antaieope&*rg 

• Brattice and Benedict; by 
Berlioz. New production directed 
by Tim Abery and designed by 
Jennifer- Tipton. The conductor is 
Edo do Waart Aug 20 

• The Magic Artec by Mozart. 
New production by Jonathan 
Miller, with sets by Rani Torah. 
Cast includes Sheri Greenawald;- 
Aug 18, 21 - 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 

Schleswig-Holstein Music .. 
FedSvtS 


Tel: 49-431-567 080 

• Schleswig-Holstein Music 
Festival Orchestra: David ShaHon 
conducts works by Bernstein; 
HadereJeben/DK, Kultuitiaus 
Harmonien; Aug 19 

• Slovenian Chamber Choir and 
Philharmon ie: conducted by 
Marko Letonja in works by Doiar, 
and Monteverdi/Ortf; Eutin, 
FreifchtbGhne (Aug 20} and 
Hzehoe, Theater (Aug 21) 

• St Petersburg Philharmonic . 
Orchestra: conducted by Yuri 
Temlrkanov in works by 
Rimsky- Korssakoff, Prokofiev 
and Tchaikovsky; Wei, Schloss: 
Aug 19 

TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) ■ 

EUROPEAN CABLE AND 

satellite business tv 

9 CNN toternationai 
Monday to Friday. GMT: 

06^0 :^ Moneyline with Lou Dobbs 
13l30c Business Asia 
. 19.30; World Business Today 
22M* World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20, 09:20; 
1020; 1120; 11:32; 1250; 13:20: 
1420. 

Af 0650 Tanya Beckett of FTTV 
reports live from UFFE as the : 
.London market opens. . 


v iso *. 
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COMMENT & ANALYSIS 


Slow-motion dominoes 

Richard Lapper on why Latin markets are vulnerable to turmoil in Asia and elsewhere 


S ometimes this year, 
contagion has 
emanated from 

Indonesia or Sooth 
Africa. Occasionally, it has 
come from somewhere closer 
to home, such as Chile. Last 
week, it was the turn of 
China. Japan and Russia to 
provide the tremors that 
sent Latin American mar- 
kets tumbling. 

Gustavo Franco, president 
of Brazil's central bank, does 
not know where It will come 
from next. But like his col- 
leagues In finance ministries 
and central banks all over 
Latin America, his job is 
being made Increasingly dif- 
ficult by events in countries 
that appear to have little 
connection to his own. 

“People in Brazil may 
never have heard of Indon- 
esia but it is affecting us," 
he says. Market turmoil in 
Asia and elsewhere is pres- 
enting Latin America with 
“new and disturbing pres- 
sures". 

Those pressures were all 
too evident last week when 
developments in Japan and 
Russia sent Latin American 
markets into their steepest 
tailspin since October (when 
it had been Thailand's deval- 
uation and its aftermath that 
had provided the bad news). 
This time, in the seven days 
to Wednesday, Brazilian 
share prices fell nearly 20 
per cent, with other Latin 
American markets following 
close behind. 

Latin bonds have fared 
just as badly. As bond prices 
dropped last week, the aver- 
age yield on the most widely . 
traded do Liar-denominated 
instruments rose to 1-L36 per. 
cent, nearly 9 percentage 
points higher than US Trea- 
sury bonds and 2 percentage 
points . higher than their 
peak last year. 

Some of the reasons for. 
the fall - which brought the 
cumulative loss in Latin 
American share markets to 
40 per cent sine last October 
- were “technical", relating 
to the way institutional 
Investors work. Institutions 
see their holdings in r.ntin 
American, Asian and east 
European security as partof, 
a category, or jClass, of. 
emerging market assets that 
moves together. 

“if things go badly wrong 
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in Asia you don't buy Latin 
America, you sell it," says 
Paul Luke, bead of trading 
at the proprietary trading 
arm of Deutsche Bank of 
Germany. Investors who 
have lost billions of dollars 
in Russia are more likely to 
cut their losses by selling 
other high-risk Investments 
than expose themselves to 
the possibility of further 
loss. 

But some of last week's 
fall reflected mare funda- 
mental concern about Latin 
America's underlying eco- 
nomic prospects. In particu- 
lar, markets believe the 
effects of the Asian crisis are 
finally beginning to be felt. 

“Everything has taken a 
long time to impact." says 
Chris Edwards, Latin Ameri- 
can portfolio manager at 
Henderson Investors in Lon- 
don. “We are seeing a slow- 
motion fall of the dominoes." 

That seems a surprising 
conclusion to draw. On the 
face of it, Latin economies 
are healthier now than at 
any time since the start of 
the debt crisis in the early 
1980s. Inflation, the main 
bugbear 10 years ago, is 
under control. The continent 
continues to attract large 
quantities of direct foreign 
investment, highlighted by 
the success of its biggest pri- 
vatisation last, month the 
$l9.~lbn sale of controlling 
stakes in Brazil's Telebr&s. 

The injection, of foreign 
capital into the banking 


system and tighter supervi- 
sion means there is also less 
risk of a run on deposits, 
such as the one that hit 
Argentina in the months fol- 
lowing Mexico's December 
1994 devaluation. 

One of those real concerns 
is Brazil. Although fiscal pol- 
icy is generally tighter in the . 
region, Brazil, which 
accounts for a big chunk of 
Latin America’s gross 
domestic product, has been a 
glaring exception. That 
reflects high Interest pay- 
ments on Brazil's domestic 
debt, as well as increased 
government spending in the 
run-up to October's presiden- 
tial election. 

Analysts say that the defi- 
cit, about 7 per cent of GDP, 
means the government is 
crowding out private bor- 
rowers from the domestic 
markets. It is also one of the. 
main factors behind Brazil's 
high domestic Interest rates, 
which in turn are depressing 
growth. 

Other Latin countries do 
not have Brazil’s deficit to 
contend with. But they are 
being affected by external 
pressures. There are growing 
fears that, as the crisis in 
Asia deepens and world eco- 
nomic growth slows, com; 
modify prices trill become 
permanently stuck at their 
current depressed levels. 
That would hit several Latin 
economies hard. 

Last week, oil prices fell to 
their lowest point for 10' 
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LETTERS TO THE EDITOR 


Currency manipulation is 
exacerbating Hong Kong’s pain 


years, worsening the outlook 
for oil producers such as 
Mexico, Venezuela, Ecuador 
.and Colombia. Venezuela, 
which relies on oil far half of 
its revenue, is under particu- 
lar pressure. 

Similarly, the price of cop- 
per, -which provides large 
chunks of export revenue for 
Chile and Peru, has fallen by 
more than a fifth since 
October. 

Partly as a result, the cur- 
rent account deficits of a 
number of countries are run- 
ning at very high levels. 
Last week's developments on 
the bond markets win make 
life even more difficult since 
the cost of new borrowing - 
for sovereign and corporate 
borrowers alike - will have 
risen. 

As a result, Latin Amer- 
ica's ability to obtain the for- 
eign capital ft needs to grow 
is likely to be hampered. 
Many economists are 
already downgrading their 
growth expectations for this 
year and next. “We are 
entering a more difficult 
phase," says Mr Luke. 

This all hi g hli g hts one of 
Latin America's biggest 
weaknesses: its continued 
dependence on foreign 
inflows. Until the region can i 
generate more capital of its : 
own, through higher rates of 
internal savings, Mr Franco 
and his colleagues will have 
to get used to wild market 
swings prompted by events 
In faraway places. ! 


From Mr Joseph Yam. 

Sir, Monetary manage- 
ment. even in a rule-based 
currency board system, can 
be misinterpreted. Two 
actions by the Ho ng Kon g 
Monetary Authority 
(HKMA), have been misin- 
terpreted and there is a need 
for clarification. 

The first action Is to fend 
the anticipated budget defi- 
cit for the current nwanntai 
year by selling a small part 
of our very large foreign 
reserves. I do not see how 
this is objectionable. It is dp 
to the HKMA, managing the 
fiscal reserves on behalf of 
the government, to choose 
an appropriate time to do 
this. When there is substan- 
tial selling of Hong Kong 
dollar, whether or not for 
the purpose of manipulating 
| our currency, is a good time 
to acL 

The second action is 
to tackle currency maxdpula- 


■ ticm by those who have built 
up large short positions in 
"the stock index Mures. 

We are not against the tak- 
ing of. short positions in 
stock 'index futures by any- 
body, in accordance with our 
free-market philosophy. But 
we do object to people 
manipulating our currency 
to engineer extreme condi- 
tions in the interbank mar- 
ket and high interest rates to 
make profits in the short 
positions in stock Index 
Mures. We have reason to 
believe there hah been such 
manipulation. ' 

This has nothing to do 
with our preparedness to 
bear the pain of economic 
adjustment under a currency 
board system. We are pre- 
pared, and have the abilfty, 
to bear that pain. But the 
currency manipulation, 
“coinciding” with wiaKrimis 
rumours of all sorts, 
is . disproportionately 


exacerbating that pain. 

To. deter currency manipu- 
lation, we took action to 
tackle the matter at source, 

and that mwint making sure 

that those engaging in this 
activity lose money. We real- 
ise that this might be seen 
as a departure from our free- 
market philosophy. That is 
why we agonised before this 
difficult decision was taken. 
But we feel that we have 
done the right thing . 

As soon as currency 
manipulation ceases, we will 
step back from the stock and 
fixtures markets and let 
1 them find their levels. But 
meanwhile we shall act to 
deter r currency manipula- 
tion. 

Josep h Yam, ' 

Chief Executive, 

Hong Kong Monetary 
Aut h o ri ty, 

3 Garden Road, 

Hong Kong 


Dollar should provide prop for rouble 


From Professor Stax Hanke. 

Sir, George Soros (Letters, 
August 18) is cm target Rus- 
sia desperately needs a 
money and banking quick 
fix, one in which a currency 
board system provides the 

Hnriipln. 

The rouble is a junk cur- 
rency. In 1997 alone, the Rus- 
sians sold 'more then gl3bn 
in roubles for dollars in 
cash. This amounted to a 
capital export that exceeded 
all capital imports into Rus- 
sia in 1997. Russians now 
hold $40bn in greenbacks. 
That is double the supply of 
roubles In circulation. 

These figures are truly 
astounding, particularly 
when you consider that Rus- 
sians can't legally use dol- 
lars for retail transactions. 
And the Russian hanks are 
as phoney as the rouble. 
Indeed, the Russian hanktng 
system is technically insol- 


vent. To fix this money and 
banking mess, Rngrfa 
follow the steps contained in 
my 1998 book, Russian Cur- 
rmcy and Finance: A Cur- 
rency Board Approach To 
Reform: 

• The dollar - should he 
granted legal currency sta- 
tus immediately, so that it 
circulates on a co-equal basis 
with the rouble. 

• Foreign banks should be 
allowed to open branches in 
Russia without prejudice. 
Russians would trust these 
banks with their mattress 
money; and these foreign 
hanks could mobilise those 
savings, by extending credit 
to worthy investment pro- 
jects, something the Russian 
banks are incapable of 
doing. 

• The Russian government 
should pass a currency 
board law that would govern 
the monetary emissions of 


the Central Rank of Russia 
and announce an implemen- 
tation date.- 

• Then, as with the Bulgar- 
ian lev in 1997, the rouble 
shoald be allowed to float for 
a specified period of time. 

• At the end of the float 
period, the rouble-do Oar rate 
should be irrevocably fixed 
at a realistic level 

These were precisely my 
recommendations to former 
President Suharto in Indon- 
esia earlier this year. If Pres- 
ident Yeltsin Mis to follow 
them, the rouble will end up 
where the rupiah is and Mr 
Yeltsin will Join Mr Suharto 
in an early, forced retire-, 
ment 

Steve' H. Hanke, 
professor of applied 
economics, 

The Johns Hopkins I 

University, 

Baltimore, MD 21218, US 


Put Sets to 
rights in 
small way 

From Mr Robert Kcnrtck. 

Sir, Anyone concerned 
with the recent volatility of 
prices in the Sets electronic 
trading svstem should ask 
themselves why other ardor 
matching systems do not 
suffer in the same way. I 
would suggest a lot of the 

difference lies in the Ixuinon 
Stock Exchange's treatment 
of the retail investor. 

In contrast to London, the 
Australian Stock Exchange 
(A§X) has done its utmost to 
encourage participation by 
qywaii investors, with the 
result that at all times of the 
day there are numerous 
small orders in the system 
that easily mop up the small 
maverick trades. 

On the ASX all partici- 
pants deal on T+5 (shortly to 
be T+3) terms. This has bam 
achieved by encouraging all 
retail investors to participate 
in Chess (the uncerti Rented 
settlement system* free of 
charge, whereas on London 
it is difficult to find a broker 
that will sponsor retail par- 
ticipants in Crust and when 
they do, it costs £70 per year 
and non-residents are 
excluded. Unlike thuir coun- 
. terparts in the US. clients 
using nominee services of 
UK brokers are not automat- 
ically provided with com- 
pany communications, or 
even financial statements, 
and so they are forced to 
remain certificated, which 
excludes them from Sets. 

Another difference Is that 
UK brokers are reluctant to 
accept limit orders valid for 
more than one day. Thus, 
while on Australian and US 
markets there are usually 
plenty of limit orders to mop 
up excessive volatility. Lon- 
don Is thin in the morning 
as : all outstanding -limit 
orders are cancelled auto- 
matically each evening.* 

Robert Kenrtck, 

26 Coombe Road. 

Hong Kong 
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I n recent months, the 
Bank of England has 
been behaving like one 
erf those cartoon char- 
acters that runs off the edge 
of a cliff, only to remain 
suspended in mid-air, oblivi- 
ous to Its predicament But 
last week, the Bank finally 
looked down and saw how 
far away the ground was. 

Mervyn King, the deputy 
governor responsible for 
monetary policy, introduced 
the Bank's latest inflation 
report with the observation 
that “we are now moving 
into a difficult stage of the 
economic cycle”. Upswings 
begin with growth and infla- 
tion improving together, he 
said; they end with them 
both getting worse. This is 
true at the best of times, but 
all the more so if policy- 
makers respond to inflation- 
ary pressures too late. 

The Bank's latest forecast 
suggests that this is exactly 
what has happened. In May, 
the Bank- predicted that 
underlying inflation would 
remain below the govern- 
ment’s 2.5 per cent target for 
the next two years. But now 
it expects underlying Infla- 
tion to rise steadily from its 
target level this month to 
almost 3 per cent by mld- 
1999 before dropping again. 

With changes in interest 
rates taking a year to affect 
economic activity ami two to 
affect inflation, this suggests 
that policy was set too loose 
last year.- The overshoot is 
not in itself dramatic; it 
would have been bigger but 
for the Asian crisis and Ster- 
ling’s unexpectedly, persis- 
tent strength. Were it not for 
the resulting weakness of 
import prices, the target 
inflation measure would be 
in excess of AS per cent 
: The Bank's rethink has 
been prompted by average 
earnings growth, which has 
turned out much stronger 
than it expected. Earnings 
growth In the private "sector 
was 5.7 per cent in the year 
to the second Quarter, a per: 
centage point up oh a year 
ago and well above the 4J> 
per cent that the Bank 
believes consistent with the 
inflation target 
“The higher-than-expected 
earnings figures led to a 
reassessment of the extent of ' 
current labour market pres- 
sures," the inflation report 
said. The rise in earnings 
growth "suggests that unem- 
jsioyment has reached a level 
“My to prove incompatible , 
j-pricestability". 

But what level of 
unemployment is consistent 


the Bank 

As the UK economy turns downwards, 
unemployment will rise. But by how much? 
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•with price stability? More 
awkwardly: how many 
people need to lose their jobs 
to achieve the government's 
inflation target? 

The inflation report fails 
to answer , these questions 
directly, but notes that posi- 
tive growth in real unit 
labour costs is consistent 
.with unemployment being 
below the so-called “natural” 
rate consistent with stable 
inflati on- This has been true 
since the first' quarter of 
1997, since when the claim- 
ant count of unemployment 
has Men by 400,000 and the 
survey measure by 300,000. 

On the face of it, unem- 
ployment might have to rise 
by this amount simply to 
stabilise inflation. And if by 
that stage .Inflation was 
above .the government’s Z5 
per cent target then unem- 
ployment would need to be 
higher still for a while to 
red no? it tri the long-term, it 
seems you would have .to be 
content with an unemploy- 
ment level of around 2m. 

But things are not this 
simple, as the inflation 
report points out “There is a 
great deal of uncertainty 
about the. natural rate of 
unemployment, because it 
cannot be measured and it 
changes .over time in 
response to . structural 
ebangesr " in the labour 
market." The minimum 


wage, for example, is likely 
to raise the natural rate. 

There is a more fundamen- 
tal problem too. As Arturo 
Estrella and Frederic Mish- 
kin point out in a recent 
paper, the difference 
between the actual and natu- 
ral rates of unemployment is 
not the only thing that deter- 
mines how inflation moves* 

They note that the natural 
rate, as defined by Milton 
Friedman in 1968, Is the level 
of unemployment to which 
the economy would converge 
in the absence of structural 
changes to the labour mar , 
ket In the long-run, Inflation 
would be stable .only when 
unemployment le at this nat- 
ural rate. But In the short- 
run, it will be affected by 
other factors: expectations of 
inflation,- exchange rate 
movements, supply shocks 
(such as fluctuations in the 
oil price) and past move- 
ments in unemployment 

Looking at the short-term 
horizon of relevance to a pol- 
icymaker setting interest 
rates, there ivill be an unem- 
ployment rate at which there 
is no tendency for inflation 
to rise or fall. But this 
short-term .“non-accelerating 
inflation rate of unemploy- 
ment" (far Nairn) need not be 
the same as the natural rate, 
ft is also likely to fluctuate 
quite substantially. 

The UK Treasury drew a 


similar distinction in an 
unpublished paper prepared 
a couple of years ago for the 
Organisation for Economic 
Co-operation and Develop- 
ment. This estimated that 
the liberalising reforms of 
the 1980s meant the econ- 
omy could sustain unem- 
ployment of 2-4 per cent in 
the long-term, well below 
even its current 6JJ per cent. 

But if the economy expan- 
ded too rapidly, the paper 
predicted, inflationary pres- 
sures would emerge when 
unemployment hit 5-7 per 
cent. Unemployment 
dropped below 7 per cent in 
the middle of 1997 on the 
survey definition, so this 
may well be what happened. 

Messrs Estrella and Mish- 
kin argue that the short-run 
Nairn should be an impor- 
tant influence on policy. But 
the central bank should not 
try explicitly to drive unem- 
ployment to that level - or 
to the natural rate. Not only 
would this be an ineffective 
way to pursue an inflation 
target, but it would also 
undermine public confidence 
in the central hank by creat- 
ing the impression that it is 
against low unemployment. 

But where does all this 
leave the prospects for Brit- 
ish unemployment? The 
Bank made it clear last week 
that the economy needed to 
slow much more sharply 
than it thought three 
months ago to deliver the 
Inflation target. Some com- 
mentators took comfort from 
the fact that the Bank did 
not signal the need for 
another interest rate rise. 
But this is only because it 
now expects investment to 

collapse without one. 

Unemployment will have 
to rise sharply, but because 
policymakers have allowed 
the economy to grow too 
quickly - not because God 
has ordained that it cannot 
function without 2m people 
° ut °f work. When Gordon 
Brown became chancellor he 
inherited an economy that 
was unbalanced and over- 
heating. Some rise in unem- 
ployment was Inevitable. 
But by giving consumers on 
easy ride in hia Budgets at 
the same time as abdicating 
responsibility for interest 
rates, he has ensured the 
downturn will he unneces- 
sarily painful. 

'Rethinking the Rale of 
Nairn in Monetary Policy, by 
A Estrella & F Mishkin. 
National Bureau of Economic 
Research Working Paper 
6518. April 199& 
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The price of 
no peace 


COMMENT & ANALYSIS 




The carnage wreaked by 
Saturday's terrorist bomb in the 
quiet market town erf Omagh is a 
terrible reminder of the price 
teal must be paid if peace does 
not return to Ulster. That the 
worst death toll from a single 
explosion should occur when 
peace is so dose is a cruel irony. 
And the cynidsm of the fanatics 
behind this atrocity is nate flned 
by the overwhe lming ly civilian 
casualties, and -the choice of a 
town with a thoroughly mnwt 
CatboQc and Protestant popula- 
tion. The bombers appear to be 
ready to oppose peace at any 
price. 

All of teds should reinforce the 
somewhat fragile coalition 
behind the peace process. It is 
remarkable that more a trocities 
have not been cap n i dtt ed g*wf» 
the Good Friday deal, given the 
desperation of extremists, nation- 
alist and loyalist, who oppose it. 
It was always probable that some 
would revert to ™<k terror tac- 
tics to destabilise the deaL That 
they have finally succeeded in 
m ordering and maiming so many 
innocent people with one bomb fe 
no surprise, and it should not 
cause any big change of tactics 
bytheparticipsnts. 

Confirmation of the wrfeww 
of well-equipped splinter groups 
Cram the IRA nevertheless pres- 
ents a real challenge to the com- 
mitment <lf Smw B Hn and the 
Provisional IRA to tee peace pro- 
cess. Gerry Adams, the Sinn Ffein 
leader, has used the word 


“condemn" ■ for the first Hnif 
about this bomb. .That is a vital 
concession. Bat be should go to- 
tes'. The r esurgence of such ter- 
ns' confirms the. of 

in riprainnfi«cyi/>n|rcp a rms anit 
explosives hi the IRA arsenals. IT 

tha Prrw<gtm»j»Ty Art mm- 

more weapons, there wfll always 
be a gram danger that the spho- 
ter groups will seize ttea. 

The wider nartnnaWst com ma- 
nity dn frees a rialknge. One 
esKmtial reason why flat IRA was 
able to mfliwtiHp (k tgfr p l 
for so long was teat it eqjoye d a 
stgnlflcant degree of support 
tbst oot fflita ii 

tty srqaport, but ffimtgh to stir- 
viva. v these fyariral qriSntsr 
groups. Mke the Real IRA and 
C o n ti nuit y IRA. are denied sad! 
succour, they will wither away. 

The unionist co mmunity 
frees a ch*t leqge Atrocities fike 
the bomb in Qwyg h are fatuM 
to cnaiffnw the hard-line n ninmcfB 
in their rejection of the . peace 
process, and get these wndfrirird 
to Join them. They are 
irrtpnripri to provoke an «»w J w 
s ecu rity response which might 
m yo mnr » dhMte the natimal- 


TUs Is not a moment ftr the 
peace process, or the measures 
being taken to reinforce it — hv* 
carefully-considered prisoner 
releases - to be into ques- 
tion. It is the time for all those 
who back it, unionist and nation- 
alist, to dose ranks. For the alter- 
native is more terror, not less. 


Clinton’s ordeal 


The next 24 hours wQl prove to 
be a demeaning ordeal for Bill 
(THntrm But if he handles it prop- 
erly. the - outcome . of his testi- 
mony to tee grand Jury in the . 
Monica Lewinsky investigation 
this afternoon is unlikely to be 
much worse the n that. Although 
he is in a tighter spot than at any 

time hr Ttfa pr esiden cy, the safe 

bet is that he will pull through, 
even if badly damaged. 

This is the conduskm to- draw . 
both from the president’s aMBty 
to recover from his personal 
problems in the past, and from 
the overwhelming mess a ge of the 
opinion polls. Most Americans 
believe teat Mr CKntcn had some 
kind of an affair with Ms Lewin- 
sky. and they do not care much 
about it one way or another, pro- 
vided he does not lie about the 
relationship in front of today's 
grand' Jury.. 

So if the public is right in its 
assumptions about the president 
and Ms Lewinsky, what wiQ he 
do today? As an able lawyer he is 
likely to find a way of telling the 
grand Jury what happened with- 
out accepting that he perjured 
htmwTf earlier this year in his 
sworn deposition about the rela- 
tionship in a separa te civil case. 
At least as tough a challenge will 
be to ten ths American people 
what happened. Some kind of 
public g fafa mwn t wims likely in 
the near future. 

The likelihood is of a two-, 
pronged approach: a legal form of 
words that may get him off tee 


perjury charge, but, when he 
speaks to the American people, a 
more direct act of contrition. 

Will It work? Assuming Ken- 
neth Stair, tile independent pros- 
ecutor, does not have anything 
he can prove in the way of more 
serious o ffe nc es - obstruction of 
Justice and suborning perjury - 
tins investigation is about to 
move from.tbe judicial to the 
political arena. Which is whore 
tiw pr arffent hnftkt mnut of the 

cards. Mr Starr wSD probably 
deliver his report to Congress in 
the next month or so, and chal- 
lenge the Republican majority to 
act For them, this wfll be a poi- 
soned chalice. Are they going to 
seek to throw out a president, 
who is befieved by two-thirds of 
tee American puhHc to be doing 
& good job? Are they going to 
take any actiorteat would end 
up with A1 Gore, tee vice- 
g resMwrt .. running as the Incum- 
bent preridehtial candidate in 
2000? The answer to bote ques- 
tions. is no. Lofty rrimkas, yes. 

Tmpp* w -TiTr w»n t Tin 

Of ccmrse Mr Clinton has beat 
badly d am ag e d by lids squaBd 
saga. Given tee stnmgto of the 
US economy. Us second tenn as 
president might have been a 
period of great opportunity. Now, 
much of that.tene i*Wn frit- 
tered away in a political distrac- 
tion that has preoccupied Wash- 
iqgton - altemqh not the rest of 
the rountry - tear most of this 
year. But at least tee end may 
now be in stefat • •’ I 


Dose of realism for France 

Robert Graham on how external pressures and blows to national pride are forcing 
. the government of Lionel Jospin to favour pragmatism over dogma 


Sweet and sour 


Government Intervention in the 
Anton crisis reached new levels 
this., weekend. T ha i land 
ann o unc ed the most radical 
restructuring- yet of -its fi n anc i al - 
sys te m, with government tends 
being used directly to recapitalise 
hanlnt The Hong Hong authori- 
ties Intervened -to support tee 
Wang Seflg index by buying eqnt . 
ties. Both developments are mOe- 
stones. But whQe the first Is a 
display of reattun n e c e ss a r y to 

evadual. recovay, the second is 

more questionable^ - 

There are two ways of looking 
at Hong Koto’s ; action. The 
authorities' argue that it Is an 
appropriate way of penalising 
speculators who have been 
manipulating the- currency and 
money markets to profit try sell- 
ing shares short. In that semse . 
the authorities’ action goes to the. 
heart of the problem, and. should 
be the more effective, earning as 
a complete sunrise- . - 

But this advantage is more 
than .offset fry clear signals of 
government at the extent ■ 

of the adjustment firing the ter- 
ritory. Hastily conceived mea- 
sures bf - support the p rupgity 
market in June, money-market' 
intervention. under the guise of' 
financing the budget deficit, and. 
the latest equity purchases, all 
betray a tendency to flinch.: 
Doubts over Hang KtHjg'swffllne- 
ness to pay the price off maintain- 
ing 'the peg thus In vile further ■ 


_ On the surface, Thailand's 
wholesale intervention in its 
baridag system is a .mncji'Biore 

bf free markets. Certainly, there 
nHK t he worries about -some of 
the .small .-’prinL The eventual 
cost may be fir w gfw titan 

gW B mMHt dirinw, hnfh because 
of unegrtatoty over the true level 
of b a g - tom s «md because of tee 
blatant inducements to farefch 
banks: to - take stakes in Hud 
in s fitp a mm. Bat tea yr romiMiTt 
has- rdjle^f Ltevised ^ scheme 
that _ forces, ' existing share- 
h^^rs toteare teepam. 

TOja£-A«^is^.whrifi bahk- 
TStg systenaJjas gromid to aJfrlt. 
natemalteauan in one form. or 
other maybe the. mfiyoHkm to 

: the economy into depression. 
Piecemeal, solutions Hke teat, 
applied snccessfuOy to the US 
thri ft instihdions- oai which tee 
Asian approach has hitherto been: 
basically noddled - can;.wprk 
tafiy if-at least tee system 

remafrs sound. . 

Hang Kong's actions tend^to 
confirm teat farther difficulties 
-Be ahead hi T ^wdTand 

could bring itsrif .rioser tO;the 
fml wt nf t i Tmnn^id if ft appUis «S 
"cphiini^ -at fth an/f rig - - 

orous impartiality. Its move 
would teas become a model ci 
decisive action fir Japan, whose 
flflfaging in bazderefiem contin- 
ues to put the broader world 


A s Fkaace winds d o w n 
for its summer break, 
one event hsikft the 
g over um e u t of Lionel 
Jospin qtth' much food . for 
thought: TfrJs is the great finib to 
the p ret ensi ons .of .Paris as a 
financial centre dealt by the 
unexpected agreement between 
Frankfurt and to create a 

w annyvi aT»»r>. N n iUng pTatfnr m 
lor big European stocks. More 
thaw ft rnranfh flf friy tee wt infvirMVj . 

n ut the atartamuR are riH 
bringfitit. 

The initial reaction from the 
was fiwn* of out- 
rage. It frit betrayed by tee Ger- 
mans. who were assumed to be 
its natural par t n e rs and with 
whom talks were already under 
way-fir a similar 
That feefing of injured pride has 
beim replaced by one of alarm. 
Thoe is palpable distress at the 
passible consequences of Paris 
being excluded — or relegated to 
a secondary role - in the develop- 
ment of European Union finan- 
cial markets. - 

*TUs Is scarcely a model for 
European co-operation," com- 
plains Marc VUnot, of 

Baris Emoptace, a group promo- 
ting the French capital as a 
financial centre. “It is more hke 
fagieilafism." 

The government has refrained 
fro m pubUc wwwnwtf. Yet in pri- 
vate conver sati ons, it is dear the 
axdnskm of Paris came as an 
bolt from the blue. Arguably, it is 
flu first **m» ritiM flm fcnadhy 
of the EU that the Franco-Ger- 
man axis has not been privileged 
on a matter su b s tan ce. 

"Since the Franco<3ennan axis 
is the core of tee EU, we assumed 
Paris and Frankfurt were not 
only the natural partners, but 
also the necessary counter- 
balance tO Trial n-r ir . weight Of 
T.r>pdnn as a centre," a 

senior official commented rue- 
fully. No ooe London 

| would be willing to give up its 
independence so quickly and 
move so fast, especially as 
Britain had ruled itself oat of 
joining the euro in the first wave, 
he added. 

The London-Frankfurt bourse 
Ami aw pitiyij additional impact 
because of its timing. The 
announcement came when the 
French were already aware of 
advanced talks between British 
Aerospace and Germany's Dasa 
(Daimler-Benz Aerospace) that 
would have pushed France to flw 
in the restructuring of 
the European defence industry. 
Both thp companies and their 
respective governments were los- 
ing .patience with Paris, white ‘ 
was dragging its heels about how 
first to consolidate Its own 
largely state-controlled defence 
groups. 

. One explanation behind the 
unexpectedly early announce- 
ment of tire privatisation of 
Aerospatiale, the aerospace 
pqup, in the aftermath of .tee 
London-Frankfurt deal was that 
France was trytog to make sure 
ft wiw'not sidelined again. The 
state ownership of Aerospatiale 
bad been the major stumbling 
block in flHiynoA tatlten with BAft 
and Dasa. 

The net impact of these events 
was to increase the feeling that 
France might flood itself on the 
periphay of^ other European deci- 
sions; in other words, that its 

wriimtni) fr oni thfl buuraB 

might Just have been the start 
. Such, unease feeds into a wider, 
mid even more unpalatable, real- 
isation " TPftng in 

Paris that they, can no longer 
determine the pace of change in 


trying times 
for Kiwis 

John Hart, the manager of the AH 
Blacks - New Zetland's rugby 
, team - sent a message of . 
support yesterday to another 
beleaguered [figure?. Jenny 
Shipley, Wscountr/s -prime 
minister. .... 

The pair have hath found 
themselves In the firing One - 
Hart because the AS Blacks have 
test four test m atches in a row. 
and Shipley because her 
parfiamentaryvlfiiqjtec b 
looking shaky after she sacked . 
Winston Peterivtoe leader of her 
junior coafitJan .partner New 
Zealand Fvst; ftom the . 
government 

. The All Blacks, who are to 
worfcT rugby what Wefl Street Is 
to gtobaJ capitafcm, tost to South 

Africa, oh Saturday, to give Hart 

the dubious ^ dcfi nct io n of being 
tee first manager since 1949 to 
lose four tests Hi a row - causing 
real grief In tee rugby-mad 
country^ • 

Shipley knows as wed as any 
po fi fic ia n teat filing up beside 
sporting success never hurt 
anyone’s poll rating, so hours 
before tee game she sent Hart a - 
message: she had acted 
decbiyelyfrj sacking' Patera, she 
satf, aid she expected him to be 
-just as decisive in South Africa. 
Hart's response yesterday was to 
congshdato fteipiey for her 
actions. , 

The manaser said hfeteam had' 
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France on their terms: outside 
forces are too strong. In a coun- 
try that likes to feel it is master 
of. its own destiny, this is a 
painful psy chological shift. 

"Awareness of the new bases of 
competition and conquering mar- 
kets has . been slow to sink in,” 
observed an article in the latest 
issue of fee monthly Defense Nat- 
ional e. Academic Eric Den6c£ lik- 
ened France’s camplaceiice over 
doing things its own way to the 
behaviour of "a gifted pupil rest- 
ing on hi* laurels". 

Jacques Delors, the former EU 
commissioner, also used the epi- 
sode of the Frankfort-London 
deal to give a friendly warning to 
his fellow Socialists is the Jospin 
government. In a high-profile col- 
umn foT the weekly Nouvel 
Observateur, he wrote: “What 
makes the difference in the era of 
globalisation is the art of antici- 
pating tomorrow's world and car- 
rying out the necessary reforms 
in time. This is why It Is neces- 
sary to move faster." 

The pressure for Mr Jospin to 
move more rapidly is evident 
across a range of issues linked 
with reduction of the role of the 
state and diluting the culture of 
strong state interventionism. 
Even France’s famed education 
system is coming in for cri tici s m 
for lagging changes in the Jobs 
market and in technology. 


OBSERVER 


played much better than in 
previous games - even though 
they lost This won’t have been 
much comfort to Shiptey as she 
begins what coukf be one of her 
most tasting weeks in power. 

1 After sacking Peters she b trying 
to persuade enough members of 
hb party to change sides to 
ensure she can hang on to 
power: elections are not due untfl 
the end of next year. 

Meanwhile, Hart b facing caBs 
for hb sacking from critics who 
want someone to break the cycle 
of defeat Sounds. Bke he and 
Shipley have plenty to tafr about 

Saving faith 

Vietnam b increasingly 

concerned about falBng tourist 
numbers, as economic woes 
dictate that more and more • 
Asians spend their hofldays at 
. home. It isn't helped by its 
patchy reputation as a tourist 
destination. But ft seems teat 
there are Omits on the communist 
government's efforts to keep up 
the numbers. 

Over tea weekend, a three-day 
festival at La Vang, Vietnam's 
honest Catholic shrine, drew at 
least 60,000 pilgrims to mark the 

200th anniversary of an 
apparition of the Virgin Mary. The 
site b one of only two places 
where tee Vatican recognises 
reported visions of the Vkjj n, the 
other being in the Philippines. 

Just tee job, you might think. A 
honeypottar 

hard-cunency-totfog CathoBcs 


from all over the worid. But the 
powers-that-be told Vietnamese 
tour companies not to offer trips 
to foreigners citing, among other 
things, the risk of storms and 
typhoons; fob was changed to 
lack of water and the passfoflty 
af disease when it became dear 
that the area was in the grip of a 
drought 

For good measure, the foreign 
m in istry later added possible 
risks from unexptoded ordnance 
left over from the Vietnam War. 

In the end, the event passed off 
without explosions of any kind 
and in front of an almost entirely 
domestic crowd. 

One French-speaking 
Vietnamese priest deserfoed it afi 
as impeccable" - then paused 
and added 'Smpeccabte 
retotivemanf. 

• 

French leave 

Former French president Vatery 
discard d’Estalng has broken a 
tacit rule of the country's 
establishment by questioning the 
hofiday habits of Jacques Chirac, 
the president, end Lionel Jospin, 
the prime' minister. But teen he 
would argue that they were at 
fault for breaking with a very 
proper political tretfition. 

The pair have been out of the 
country at the same time - 
Jospin on a &eek bland, Chkac 
on Reunion, France's overseas 
territory in the Intfian Ocean. 
Some pedants might argue fiat 
Reunion b French soB, but 
Giscard b having none of it 




One of the main focuses of that 
pressure is the need to cut public 
spending, an unpopular mantra 
regularly intoned by Jeandaude 
Trichet governor of the Bank of 
Franca His latest annual report 
handed over to President Jacques 
Chirac emphasises “the need for 
a progressive reduction in public 
spending as a proportion of gross 
domestic product ... In France 
this represents 54.1 per cent well 


The pressure for 
Mr Jospin to move 
more rapidly is 
evident across a 
range of issues 


above the EU average of 4&2 per 
cent and the average for the 
Group of Seven of 3&3 per cent" 
Mr Trichet also hammers away 
at labour rigidities and the high 
cost of employment especially of 
unskilled woskere. According to 
the International Monetary Fund 
and Organisation for Economic 
Cooperation and Development 
more than three-quarters of 
unemployment In France is the 
result of structural problems. 
This helps explain why the 


jobless total is only just below 12 
per cent in spite of a strong eco- 
nomic recovery. It also provides a 
clue as to why the level of inward 
investment is substantially below 
that of the UK, which has more 
flexible labour laws and a mare 
benign fiscal environment for 
employers. 

At first glance, the Jospin gov- 
ernment does not seem to have 
taken these warnings to heart 
The premier has just approved 
the outline of an expansionary 
budget for 1999 with a heavy 
emphasis on social spending. 
Given that this is expected to be 
a period of stro ng growth, the 
deficit will remain high at 23 per 
cent of GDP. The government is 
also committed to a law imposing 
a 35-hour week on employers 
from 3000. All this points to an 
apparently classic interventionist 
approach to job creation, with 
little reference to the real world 
of e mp lo y me nt 

Yet, on closer examination. Mr 
Jospin ia proving much more of a 
pragmatist and a r efor m er than 
many suspected on the evidence 
of his track record as party 
leader and education minister. 
With little fuss, he has shed 
much of the rigid dogma of bis 
previous socialism. 

“We say yes to market econ- 
omy but no to market society," 
was his catcbphrase in a lecture 


The veteran former president 
says it is unheard of for both tee 
country's grands frontages to be 
absent sknuteneously. "This rule 
has been observed uninterrupted 
since 1958“ he says. 

Aidas to Chirac and Jospin 
have been quick to suggest that 
tee former president has 
forgotten how worid 
communications have changed. 
From their respective hide-outs, 
bote cotdd cxxnmunlcata rapkfiy 
and securely. And Iflce a good 
Socialist. Jospin's office pointed 
out he was only two hours 
scheduled airline flight away. 

Jospto appointed no interim 
premier - another break with 
tradWon - but he has now 
returned to La Patna to spend 
the rest of his holidays in his 
native Ar&ge. Not quite as hot as 
a Grade island, but closer to the 
levers of power. 

Out of tune 

Matff, the French derivatives 
exchange, has been having a 
rough ride with its 
state-of-the-art new e le ctro nic 
trading system. Prices have been 
unususAy volatile and technical 
hitches have prevented ft from 
opening on time. 

So Observer is convinced tea! 
toe motet authorities can come 
up with a more appropriate ditty 
to play to telephone callers wide 
they're put on hold. The current 
choice doesn't str&a quite the 
right note, ft's by Sade, and ITS 
caBed Smooth Operator. 


In London last month. "I try to 

act without ideological piecoa- 
reptioos. but with a mom of val- 
ues: with pragmatism but with- 
out indifference, with 
determination but with malteabU- 
Ity." Mr Jospto toM his audience 
Id a frank declaration of his 
credo. 

His economic realism, prodded 
by the counsels of Dominique 
Straius-Kahn. his highly articu- 
late finance minister, can bf seen 
when the 1999 budget proposals 
are studied more carefully- True, 
with one hand he is deferring to 
his Socialist electorate- But with 
the other, he Is making overtures 
to the business community. 
Accordingly, next year's budget 
Is proposing tu cut back the must 
unpopular business tax: the tor* 
prbftitiontlle calculated on a 
proportion of a company's fixed 
assets and payroll 

Previous governments have 
always balked at losing this reve- 
nue in spite of the nmpUtnte of 
businesses that the tax mppWa 
job creation Finance ministry 
officials say the change in the 
toxt pmffisianeUr is a rrcugni- 
tkm that employment ousts must 
be hiwtsvd. It also stgnsU ffcxl 
bUity over Uie 35-hour week, 
whose restrictive aspects the 
powerful engineering employers 
association has shown can be by- 
passed. 

But the moat striking instance 
of where realism has triumphed 
aver dogma is privatisation. Mr 
Jospin is convinced uf the value 
of a strong state presence in eco- 
nomic activity. He avoids all use 
of the word "privatisation" 
because it sets off alarm bells 
among his Communist coalition 
allies and a segment uf the tradi- 
tional Socialist vote. Yet that 
said, marc has been privatised by 
his government than by the pre- 
vious Juppt administration, 
which was openly committed to 
the process. And it has been 
achieved In half the time. 

True. Mr Jospin called off plans 
last Septe m ber to privatise Air 
France in deference to four Com- 
munist ministers to the cabinet 
Kit a month later, he set the ball 
rolling when the state cut its 
stake in Thomson-CSF, the 
defence electronics group. This 
has been followed by the sale of 
GAN, the insurance group, and 
the GIC banking group. The big 
surprise came last month when 
Lag a rd ft re, the defence and media 
conglomerate, was brought to as 
the core private shareholder at 
Aerosp a t i ale. Even Air France is 
once more being readied for flota- 
tion. 

The way privatisation has been 
conducted, especially in the 
defence field, has been criticised 
as being “ Franco- French’*, for 
ring-fencing national champions. 
But this is an interim solution 
and probably the only way of 
making it politically feasible for 
the state to d isengage from such 
sensitive sectors. 

Why, then, has Mr Jospin 
moved so pragmatically and so 
rapidly? One thing is sure. He fa 
less likely to have done so if it 
bad not been fin- external pres- 
sures from the European Com- 
mission and from potential busi- 
ness partners. He has also been 
helped by the absence of political 
objections, which undermined 
the Juppe government's attempts 
at privatisation. And astute con- 
sultation by Mr Jospto with the 
uBkmi and us coalition partners 
has smoothed the way. 

But public opinion has also 
shifted, and Mr Jospin is now 
pushing at an open door. That 
suggests he can go faster stiff 


100 years ago 

Surrender Of ManBa 
Before bombarding Manila. 
Admiral Dewey gave General 
Augustin one hou* to 
capitulate. The Captain- 
General refused, and the 
bomb ar dment began at 
half-past nine this morning. It 
continued for two hours, and 
then the Americans stormed 
tee trenches and drove the 
Spaniards to the second Une 
of defences, whence they 

farced the enemy In turn to 
take refuge In the wated town. 
The Spaniards attempted no 
resistance, and their 
commander hoisted the white 
flag and surrendered. 

50 years ago 

S. Africa Imndgration 
Cape Town, August 16, 
General Struts to-dey asked 
General Malan's Nationalist 
Government for some 
assurance teat undertakings 
made by the previous 
Government concerning 
immigration would be carried 
out Gan. Smuts said his 
go v ernment had adopted a 
policy of large-scale 
immfjp'atlon in an attempt to 
"secure our future and press 
forward". "These 

reinforcements hue come 

forward In the battie for white 

supremacy for South Africa. 

Are you going to jeopardise 

telsr 
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Skimping on saving 


How will US consumers react to a 
slip-sliding stock market? Over the past 
five years, personal consumption has 
grown more rapidly than personal 
incomes. This has whittled down the 

savings rate from an average of 7.7 per 

cent in 1950-1989 to just 0.2 per cent this 
June - its lowest since the 1830s depres- 
sion. Consumers have been happy to 
splurge because rising asset prices, partic- 
ularly share price gains, have added an 
estimated $12^00bn to household wealth, 
since 1996. And the resulting consumer 
spending boom has helped fuel the econ- 
omy and thus the stock market 

Were the market's direction to change, 
however, that virtuous circle would 
quickly turn vicious. Robbed of the paper 
gains against which they have been 
spending, consumers would grow cau- 
tious. Admittedly the S&P 500 index is 
still up 9 per cent In 1998. But it has lost 
half its gains for the year in a month, 
with each rally followed by another 
decline, ff the current volatility continues, 
investors who have been faithfully “buy- 
ing on the dips” may become discouraged. 

It would take something more serious to 
shake people’s faith in equities' superior 
long-term returns. But even a small shift 
in investor psychology could have a 
potentially dramatic economic impact, 
since each 1 per cent increase in the 
savings rate knocks seven-tenths of a 
point off GDP. That would farther hurt an 
already slowing economy. 
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suggesting scope for cost-cutting along- 
side sales synergies. 

At current share prices Zeneca - which 
has so far stressed its independence - 
would be in the driving seat. That might 
require Investor, Astra’s key shareholder, 
to exert moral suasion on the Swedish 
executives to get the two together. Astra 
also has some traces of poison pill left in 
the complex Merck deal, notably substan- 
tial payments. TO impro ve Its negotiating 
position, Astra is rightly trying to extend 
the vital patents (which expire from. 2001] 
on the hum pgr Losec drug, and bolster its 
pipeline. Given its financial strength, it 
looks just as likely to buy in product as to 
merge. 


talisatlon than HSBC. But HSBC will 
clearly resist this as a basis for folk*, 
especially considering it has the equiva- 
lent of more than double Lloyds' share - 
holders 1 funds and 30 per cent more 
bottom line earnings. 

Apart from the politically sensitive 
issue of a one-third share of the UK small 
business market, there is also the ques- 
tion of fit The numbers may stack up, but 

there Is a danger that two such cUffereit 
organisations might fail to combine suc- 
cessfully. 

Merger speculation persists be caus e 
Lloyds Is desperate for a deal, and HSBC 
is the only local candidate for a merger of 
equals. But HSBC has no interest In 
Lloyds’ strategic dilemma. The deal Is 
unlikely to fly. 


European airlines 


Astra 


HSBC/Uoyds TSB 


No wonder some of Astra’B investors - 
tiie latest being F ranklin Mutual - are fed 
up with the Swedish pharmaceuticals 
company’s dismal share price perfor- 
mance. Neither buying control of Its US 
joint venture with Merck nor a 16 per cent 
first-half earnings rise have stemmed the 
decline. About the only good news has 
been chief executive Hakan Mogren's talk 
of being open to a merger. 

Mr Mogren kindly gave the speculators 
a few names to conjure with; one of them 
was Zeneca. Would there be any indus- 
trial logic in this? Yes, although the mbw 
could be said of many combinations In the 
fragmented global drugs industry. Zeneca 
and Astra share strengths in areas such 
as cardiovascular, respiratory a nd anaes- 
thetics. Both have UK research fediWwi, 


HSBC and Lloyds TSB to merge? In a 
world of Citigroup and BP/Amoco, any- 
thing seems possible. And this alliance, 
floated most recently by brokers Credit 
Lyonnais, would not be without logic. 
Domestic ally, the combination of Lloyds 
TSB and HSBC’s UK arm, could generate 
savings of £lJBbn, and leave the merged 
group In an enviable cost position. Inter- 
nationally, the idea would be to enmMi iii 
Lloyds’ excess capital and HSBC’s reputa- 
tion to plunder hlgh-growth opportunities 
in M iin»Tfl n g TnarkwtB- 

The biggest obstacle is price. HSBC has 
no Incentive to do a deal when its shares 
are cm a price:book ratio of two, compared 
with six fen Lloyds. Market jitters about 
Asia ev piwfa much erf the valuation gap, 
which gives Lloyds a higher market capi- 


Does an 111 wind threaten European air- 
line stocks? The Asian crisis has 
prompted talk of the cycle heading south 
after its 1997 peak. TTaffle growth is fine- 
cast to reduce in 1998 and 1999. But three 
factors should nu»an shareholder s get a 

laws hmrrpy rirV» than in the last rg rwflain rr 

-First, airline alliances, which improve 
buying power and share marketing and 
titrating costs, are improving earnings. 
Star contributed DM400m ($221m) to Luft- 
hansa profits last year. 

Second, Europe's airlines are not as 
addicted to growth as in 1989 when air- 
craft an order accounted far over 20 per 
cent of the world's fleet In 1997, It was 9 
per cent and airlines hke BA are planning 
only modest capacity Increases. 

Third, airlines such as Lufthansa, Alit- 
alia, KT .V and RA are hangfitin g from 
aggressive attacks on costs, spurred on by 
privatisation. Lufthansa has reduced 
labour costs as a percentage of turnover 
from 34 per cent to 26 per cent since 1992. 
Unit costs have also fallen across the 
hoard. 

For risk-averse investors, Lufthansa 
looks the best stock to be holding: Its 
domestic economy is improving and its 
premium offering has been spruced up. It 
trades on a similar rating to inn but the 
latter is far more dependent on the UK 
and Aslan economies. Alitalia has the 
most restructuring potential, but much 
depends an its improving industrial a suc- 
cessful opening of its Milan hub. 
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Europe today 

Low pressure wW bring rain and 
showers to most of Scandinavia 
and the Baffle states. Western 
Russia wfll have showers, but 
much of eastern Europe wU be dry 
with sunny Intervals, especially in 
the south where tt wiU remain very 
warm. The Bohans and Ukraine 
are fcety to have occasional 
af t ernoon thunder s tor ms . 

Afternoon thundaretomvs wiU also 
break out across parts of the Alps, 
central Italy and In the east of the 
Iberian peninsula, where they wfll 
bo unusually severe for August 
Five-day forecast 
A deepening trough wiU develop 
over western Europe towards the 
end of the week. As a result, 
showers and thunderstorms wlH be 
more widespread, although it 
should remain vary warn In moat 
areas. High pressure should buDd 
over southern Scandinavia and the 
Baltic states by Thursday, bringing 
settled conditions. 
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HABIBIE APOLOGISES FOR ABUSES OF HUMAN RIGHTS BY ARMED FORCES 


Indonesia’s president calls 
for cut in power of military 


By Greg Eari in Jakarta 


Indonesian president B J. Habibie 
has made an unprecedented, can for 
the country’s powerful military to 
withdraw from its central . role hi 
Indonesian political Bfe. 

In his first Independence Day 
speech, Mr Habibie also took Ehe 
unusual step of apologising for past 
military human rights abuses, 
describing murders and rapes before 
last May's handover of presidential 
office as "barbaric acts”. 

The president's statement follows 
recent revelations about human 
rights abuses and a loss of public 
confidence in the military after seri- 
ous internal divisions resulted in 
violence during May. 

His attempt to present himself as a 
reformer name as another anfi-HaM- 
bie group was formed by retired poli- 
ticians and generals. 

There was also a negative public 
reaction to the president’s decision 
to award national honours to his 
wife and several dose supporters. 

President Habibie said it was time 


to review the military’s socio-politi- 
cal role, which has allowed ft to cre- 
ate a empire, involve itself 

in all levels of politics and determine 
policy on imp ortant issues such as 
East Timor. ' 

He also supported the effe ctive 
separation of the police force from 
the army. General Wftanto, armed 
forces commander, was quoted as 
saying the army was ready -for 
"political power sharing". 

Analysts said an early test would 
be how the Habibie government 
dealt with military representation in 
Indonesia's parliament, where the 
the army is given 75 seals out of 500. 

Amid Indications that separatist 
movements in East Timor,- Man 
Jaya and Aceh could be joined by 
broader de man ds for devolution of 
power, Mr Habibie appealed to Indo- 
nesians to remember why they had 
founded a unified nation. 

"Without the nationalistic spirit, 
there would have been , scores, or 
perhaps hundreds, of small states in 
this Nusantara archipelago, not 
impossibly hostile to one another,” 


UNHCR fights Hong Kong 
over $155m boat people bill 


By Jeremy &ml and Andrew 
EdgscaffSKlohnson in London 


The United Nations High 
Commissioner for Refugees and the 
Hong Kong government are in dis- 
pute over a HK$L2bn (H55m) bill for 
funding the care and repatriation of 
thousands of Vietnamese boat people 
in the territory over the past decade. 

The dispute highlights the pres- 
sures on UNHCR's budget from cuts 
in funding from donor nations, and 
follows allegations of overspending 
and lax accounting. The agency has 
rejected these allegations. 

Under an agreement signed 
between, the refugee agency and 
Hong Kong in 1989, tiie then British- 
ruled colony stepped in to pay for 
the refugee scheme after the UNHCR 
ran out of money. The agency was 
expected to repay the money at a 
later date. 

But UNHCR chief Sadako Ogata is 
understood to have written to Tung 
Chee-hwa, Hong Kong's chief execu- 
tive, this year to say the agency 
would not be able to pay because of 


lack of funds. The Hong Kong gov- 
ernment said it would continue to 
press for the funds: "We would urge 
the UNHCR to repay the debt This 
baa always been our stance on the 
matter and it continues to be so." 

Colin Mitchell of the UNHCR 
described the sum at issue with 
Hong Kong as "a funding shortfall" 
rather than a debt -. 

He stressed that the 1989 state- 
ment of understanding between the 
UNHCR and Hong Kong stipulated 
that UNHCR would repay the money 
"subject to the availability of funds”. 

The clause 1 b a standard proviso In 
agreements where a government ini- 
tially meets the refugee Mil because 
UNHCR does not immediately have 
sufficient funds available. 

UNHCR agreed in this case to try 
and raise funds foam donor nations 
to cover the cost But Mr Mitchell 
said "We felt obliged to tell Hong 
Kong that we felt further funding 
prospects were , very bleak, and we 
did not feel that we could continue 
to contribute sums of money to that 
shortfall” 


The scheme was one of the refugee 
agency's biggest projects. It was 
designed to solve a massive refugee 
problem that erupted in the late 
1980s when thousands of Vietnamese 
took to the seas, often in flimsy 
boats, to escape economic depriva- 
tion and alleged persecution from 
the authorities in Hanoi 

The bulk of them landed In Hong 
Kong, where they were kept in 
camps pending screening for eligibil- 
ity as genuine political refugees. 
More than 200,000 Vietnamese 
passed through camps during the 
life of the scheme, which ended just 
befina Hong Kong was handed back 
to Uhina in July last year. 

-The money was used to pay for 
their upkeep, maintenance and. 
repatriation of those deemed non- 
refugees. 

Mr Mitchell said: "At the time, the 
cost of maint a inin g the Vietnamese 
refugees In Hong Kong was beyond 
our funding capabilities, and essen- 
tially it remains that way.” 


Hong Kong plays with lire, Page 4 
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he said, arguing that reform did aot 
mean the creation of a new state. 

Mr Habibie's speech provided lftUe 
new direction on the government’s 
economic reform agenda. Instenjt'M 
fo c u sed cm promoting the new gov. - 

eminent as a milestone on themed 

to democracy. 

The president backed the continu- 
ation of high interest rates to lift tife- 
rupiah and contain inflation, and he . 
reiterated bis goal of an independent' 
central bank. . 

"Our commitment to straighten up 
the national economy should no lon- 
ger be doubted. We shall firmly stick 
to that commitment in carrying out 
the actions and policies which we 
have forged.” 

. He R gf ri course of action would 
create a democratic, efficient and 
productive country. 

Bui after playing down his reputa- 
tion as a supporter of expensive, 

government-backed, high technology, 
projects since becoming president, 
he expressed support for technology . 
development several times in the 
speech. 
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British Land interest prompts 
speculation over Selfridges 

The news that British 
Land, led by John RJt- 
blat, (eft, has taken a 
stake in Setfrtdges, a 
retailer with one great 
property asset, has 
prompted speculation 
that a bidder - not 
necessarily British Land 
- will emerge for one 
of the grand names of 
British retailing. British 
Land could easily 
afford a bid for Selfridges, which has a market 
capitalisation of just over £383m ($632m). How- 
ever, property consultants say the UK's second 
largest property group realty wants SeJfridges’ 
540,000 sq ft Oxford Street site and the adja- 
cent hotel, car park and office block. Page 15 

Asia suffers lack of underpinning 

Asia has faced another torrid week, with mar- 
kets across the region falling sharply amid con- 
cern over Japan's willingness to reflate its econ- 
omy and sort out Its banks. But the fails have 
another disturbing aspect The scare suggests 
Asian markets still desperately tack fundamental 
underpinning, in Asia's worst-affected markets 
underlying value will emerge only after capital is 
restructured. Page 14 

Japan shrugs off credit rating threat 

Imagine a country whose sovereign debt was 
threatened with a downgrade from Moody's 
Investors Service, the US credit rating agency. 
Imagine also that it planned tax cuts so large 
they would push the official budget deficit up to 
6 per cent next year. Add market jitters about 
its financial institutions and a recent s fide in the 
value of its currency. Sounds like a classic rec- 
ipe for a bond market crash? But not, it seems, 
in Japan. Page 15 

Threat to rouble damages D-Mark 

Talk of a rouble devalu- 


Doflar 

Apainrftte D-Mark (DM per S| 


LSD. 
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ation moved the cur- 
rency markets last 
week, hurting the 
D-Mark and helping the 
dollar. It remans far 
from dear that a deval- 
uation would be of 
much benefit to Russia. 
However, the dollar is 
likely to see further 
gains against the 
D-Mark, with German 
banks seen as vulnerable to default by Russian 
borrowers. Any talk of devaluation In China win 
also boost the dollar against the yen and Aus- 
tralian and New Zealand dollars. Page 18 

US interest rate rise unlikely 

When the Federal Open Market Committee 
meets tomorrow. Its sights are still likely to be 
fixed on events beyond American borders. The 
almost unanimous view on Wall Street is that 
the spreading international financial crisis that 
last week threatened to engulf Russia makes 
any move to raise US rates highly unlikely at 
this stage. Page 16 
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GERMAN ELECTION CAMPAIGN LAUNCH 
Germany's general election campaign will be 
officially launched by the opposition Social 
Democratic party on Saturday. Gerhard 
Schtider, the SPD candidate for chancellor, will 
address three rallies - flying from Berlin to 
Munich and then Bonn. 

ARGENTINE DICTATOR TO GIVE EVIDENCE 
Tomorrow, former Argentine military dictator 
Jorge VfcteJa is to give evidence in 
investigations in Buenos Aires into the fate of 
the bodies of two guerrillas murdered during the 
country's "dirty war" in 1976. 

PANAMA REFERENDUM ON CONSTITUTION 
Panama holds a referendum this Friday on 
changes to its constitution which would permit 
a second consecutive presidential term. 
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Big Russian 
diamond find 
referred to 
arbitration 

Oppenheimer family says partners 
withheld transfer of mining licence 


By Kenneth Gooding h London 

Harry Oppenbeimer, doyen of 
the diamond industry, his 
family are again at logger- 
heads with the Russians - this 
time over a discovery that 
might be worth nearly g4bn. 

The dispute does not involve 
De Beers, the group founded 
by Mr Oppenheimer’s father 
that dominates the world dia- 
mond industry, but a small 
Vancouver exploration com- 
pany called Archangel Dia- 
mond Corporation. 

The Oppenheimer family has 
a firm grip on Archangel 
through one of its private 
investment companies. Task 
Holdings, which owns 41 per 
cent, a stake that could rise to 
50 per cent next year. 

Archangel is accusing its 
Russian partner in the Ver- 
khotina project in the north of 
the Federation of withholding 
a crucial mining licence and 
has filed a request for arbitra- 
tion with the Arbitration Insti- 
tute or the Stockholm Cham- 
ber of Commerce. The partners 
previously agreed that dis- 
putes between them would be 
resolved in this way. 

Tim Haddon, Archangel's 
president, said the company 
had already spent $l0m on the 
Verkhotina project and was 
planning to spend another 
$8m. But further work has 
been put on hold until the 
licence issue is resolved. As 


recently as May, the Oppen- 
heimers, via Task, invested 
another $l0m in Archangel. 
This came after a De Beers 
technical team finished an 
evaluation of one of the dia- 
mond-bearing “pipes" - named 
the Grib pipe - for Task and 
estimated it contained 51 m 
carats of diamonds worth |72 a 
carat 

If this is confirmed, the Grib, 
could become one of the 
world's richest diamond 
mines. Analysts suggest that, 
after seeing the report. Arch- 
angel's partner might now be 
having second thoughts about 
transferring the Tnining- licence 
to their joint company, 
Ahnazny Bereg (AB). 

Archangel owns 40 per cent 
of AB and the Russian, partner, 
Arkangelskgeoldobycha 
(AGD), 50 per cent Archangel 
is claiming that AGD agreed to 
transfer the licence for Ver- 
khotina to their joint company 
after Archangel had spent a 
specified sum on the project 
This spending requirement 
was met in late March. 

Matters came to a head 
when Ahnazny Bereg's annual 
meeting on June 30 was aban- 
doned because no representa- 
tive from AGD turned op. Mr 
Haddon travelled from Van- 
couver to the meeting in the 
AGD building, but no-one from 
AGD made the journey from 
the fifth to the second floor 
where the meeting was held. 
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Stakis weighs up hotels 
in continental Europe: 


By Scheherazade DanesMba 
hi London 

Stakis, the hotel and casino 
operator, is agseasing a move 
into continental Europe and 
HTHiH to increase the number of 
its hotels in London. 

The strategy was ou tlined by 
Robert Smith, the chain’s 
incoming chairman. In an 
interview with the Financial 
Times. Mr Smith, chief execu- 
tive of Morgan Grenfell asset 
management, wifi replace the 
low-profile Richard Cole- 
Hamilton as non-executive 
chairman on October 1. 

Stakis, the Glasgow-based 
group which has grown rap- 
idly through acquisition, ruled 
out European expansion a flew 
years ago. 

However, Mr Smith said the 
company was big enough - its 
market capitalisation has 


almost doubled to a -little less 
than £lbn ($i.6bn) over two 
years - to aim for critical mass 
in the European hotel market 
It had bedded down its £327ffl 
purchase two. years ago of 
Metropole hotels; from Lonrho. 

“We have the ma nagement 
capability to look modi more 
at being part of something in 
Europe instead of being a Brit- 
ish company, althoug h we will 
move cautiously." he said. “If 
we are talking cycles, you 
have to look at France and 
Germany, which are starting 
their upswing just as some 
commentators reckon we are 
on a do w ns w ing." 

Europe would be a suitable 
platform not only for the 
expansion of the group’s 
hotels, but also for its casinos 
and health and fitness clubs. It 
would not sell Us casinos divi- 
sion, which was recovering 


under new management, even 
to a big acquisition. 

Mr Smith said Stakis would 
also buy more hotels in Lon- 
don - where only four of its 52 
hotels are located, including 
the Stakis Metropole in which 
£9Qm is being invested to turn 
it into Europe’s largest confer- 
ence hoteL 

David Michels, the chief 
executive credited with ‘turn- 
ing around Stakis’s fortunes 
after the last recession, said it 
was senable for the new chair- 
man to takea more active role, 
given the company’s growing 
size: , 

Stakis. has been linked 
recently with hid attempts for 
Vaux, the brewer and hotels 
operator, and fora portfolio of 
Thistle’s hotels, , including 
some of its London properties. 
Thistle, the UK’s second, larg- 
est hotels group, is being sold. 


Korea’s corporate loss hits record $10.2bn 


By John Barton 
in Seoul 


Listed South Korean 
companies reported a record 
combined loss of Won 13,6801m 
($10.2bn) during the first half 
or the year, according to the 
Korea Stock Exchange. 

The loss, calculated from 
filings by 543 companies, 
underlines the severity of 
Korea's recession and the 
effects of economic turmoil 


throughout Asia. It came in 
spite of a 24 per cent surge in 
sales to Won256^30bn. During 
the first half of last year, 
Korea's corporations reported 
net profits of Won2,430bn. 
Export companies performed 
relatively well as the weak 
Korean currency boosted over- 
seas sales. 

With most export earnings 
received in dollars, they pasted 
higher profits in local currency 
terms because of foreign 


exchange conversion gains. 
But companies dependent on 
the domestic market suffered 
losses owing to a slump in 
demand. 

Earnings were further 
squeezed as higher interest 
rates Increased the cost of ser- 
vicing large debt burdens. 

Half the losses among listed 
companies came from the 
banking sector, which posted 
total losses of Won6,720bn. 
because of bad loans as the 


bankruptcy rate increased. 
The bankrupt Kia motor 
group, including its truck sub- 
sidiary Asia Motors, posted 
losses of WonBjlObn as domes- 
tic sales collapsed. Kia is 
scheduled to be sold in an 
International auction by the 
end of the month. 

Only nine of the nation's top 
30 industrial groups, or 
chaebol, posted combined net 
profits for listed subsidiaries. 

Analysts expect second-half 


earnings will be even more dis- 
mal as markets at home and 
abroad worsen. Korean export- 
ers are likely to face increased 
competition from Japan 
because of the weak yen, while 
demand in Asia, Korea's larg- 
est overseas market, is expec- 
ted to soften further. ' • • 

A further fall in- domestic 
demand is also likely as 
Korea's reces s i o n grows worse. 
The economy is expected to 
shrink by at least 5 per emit 


Matif hit 
fey hitches 
in electronic 


Jenny Brant la London 


Matif, thfi French derivatives 
exchange, has suffered a fresh 
blow to Its credibility after 
technical hitches meant its 
new etectranic trading system 
repeatedly failed to open on 
time. 

system, widely regarded 
as the most advanced elec- 
tronic trading platform of its 
iripd, was introduced as a key 
weapon in Matif s battle with 
rival. European exchanges for 
control of contracts related to 
the planned single European 
currency, the euro. 

However, it has been dogged 
with teething problems since 
ite launch, in April, heralding a 
switch from pit-based to elec- 
tronic trading. 

Dealers said they were 
unable to trade the exchange's 
main product, French govern- 
ment bond futures or notion- 
nek twice last wed: when the 
market opened. 

' A Matif spokesman con- 
firmed there had been prob- 
lems with pricing of contracts 
in the early morning “pre- 
opening” period, a time when 
traders fill order books in prep- 
aration for opening. 

But had moved swiftly 
to Ox the problem and 
operations h»ri been running 
smoothly since. The spokes- 
man denied that the delay had 
prevented traders from execut- 
ing orders and said that such 
problems were endemic to 
electronic exchanges. 

’ But some traders were less 
sanguine, “it’s becoming a 
r unning joke: Is the excha ng e 

going to be open today? 1 
haven't heard from the 
exchange exactly why it’s not 
opening an time,” said a Lon- 
don-based trader at a OS bank. 

They also said the latest 
development had damaged the 
credibility of the exchange: 

“When you have several 
problems in one week it’s not 
normal so, in terms of credibil- 
ity, there is a problem for 
Matif,” said a Paris-based 
trader. 

Matif has been working to 
rest ore faith in its new system, 
known as NSG-VF, since com- 
plaints emerged from traders 
last month that it caused 
unusually volatile price move- 
ments. 

Its reputation was also bit 
by allegations from market 
participants of Inconsistency 
in the way it had mediated dis- 
putes. resulting from such 
trades, mainly in the notiormeL 
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GLOBAL INVESTOR 


My word is the bond 


At the start of the year, I 
ventured a prognostication 
based on the dodgy - and 
worsening - state of the east 
Asian economies. Contagion 
was in the air in the emerging 
markets. Asia’s crisis was set 
to worsen and neither a 
Chinese devaluation or a 
Japanese financial Implosion 
could be ruled out The South 
American dominoes were 
beginning to wobble. It was 
hard not to side with the bulls 
of the Treasury bond market - 
and to treat the US stock 
market with extreme caution. 

The upshot? US share prices, 
which were nearly 10 per cent 
below their levels of the 
previous summer, turned up 
that very day, the start of a 
three-month. 20 per cent rally 
for American equities. 

Could the same thing 
happen again or, this time, is 
the Treasury bond market 
really the place to be? 

The spring rally on Wall 
Street was a reminder of the 
big past-corrertion gains that 
can be scored in bull markets. 
Leaving aside the aberration of 
the 1970s, anyone with the 
guts to buy during a market 
setback over the past 40 years 
would have been rewarded 
with average gains over the 
next 12 months of 35 per cent, 
according to analysts at 
Lehman Brothers. No wonder 
buying on the dips became 
such a popular sport 

The attack of the jitters that 
has sidelined the buyers over 
the past month does not 
invalidate this picture. This 
market is still squarely in a 
correction phase: the Dow 
Jones Industrials Average 


ended last week 9 J& per cent 
below the record it touched 
exactly a month ago. At the 
risk of repeating an earlier 
mistake, however, it is 
important to note how much 
the outlook has changed. 

For a start, the decay in the 
emerging markets has 
advanced apace, with Russia 
now in turmoil and Brazil 
closer to the precipice. The 
yield spread on the 
J -P. Morgan emerging market 
debt Index has widened more 
than 300 basis points over the 
past month. 

“Confidence is so bad that, 
as soon as something happens 
In one country, investors bail 
out of everywhere else," says 
Geoff Dennis, emerging 
markets strategist at Deutsche 
Bank Securities. For the 
foreseeable future, he adds, 
“the best you’re going to see 
are short-term rallies". Yield 
spreads in the US credit 
markets have also widened as 
concerns about the worldwide 
economic slowdown have 
reversed the seven-year bull 
market in corporate bonds. 

So what of Treasuries as a 
store of value in this turbulent 
world? The economic chill ■ 
from Asia and the financial 
crisis in Russia have left the 
hawks on the Federal 
Reserve's policymaking 
committee is limbo. The 
record low long-bond yield 
reached at the aid or last week 
said it alt tomorrow's meeting 
of the Federal Open Market 
Committee has become a 
non-event 

This may leave the bond 
market vulnerable to a 
setback. There is ample room 


for the sort of short-term 
retreat that has followed other 
bouts of angst in the 
international markets, when 
the status of Treasuries as a 
safe port in a storm has let 
prices get ahead of themselves. 
But the medium-term picture 
still looks solid. 

The amazing resilience 
displayed by the domestic 
economy in the free of the 
international meltdown has 
weakened and the consumer 
spoiding and capital . 
investment booms have been 
running out of steam. How ' 
much longer can American 
consumers be expected to 
come to the rescue of a world 
awash in overcapacity, 
selflessly hurling themselves 
into debt to bail out the 
bankrupt economies of the 

east? With the national 
savings rate virtually 
non-existent, the end is surely 
in sight: the American 
consumer cannot be expected- 
to start plundering his savings 
to feed his spending habits - 
particularly with the 
implications of a period of 
deflation finding their way 
Into the national psyche. 

A lower bond yield has-been 
one of the pillars of the bull 
market for stocks. But, while 
there may be a floor under US 
share prices at their presort 
levels, it is increasingly 
difficult to see another 20 per 
cent rally. The spring bounce 
notwithstanding, the Dow was 
only S pa: cent higher at the 
end of last week than it had 
bees a year before: the 
12-month return on long-dated 
Treasuries, meanwhile, is 
about 20 per cent 


CONTRACTS & TENDERS 


R£pnb6qoe da Congo - 
Mimstire des Finances et da Budget 

TENDER FOR THE SELECTION OF A PRE-SHIPMENT INSPECTION 
COMPANY 

The Government of die Republic of Congo invites sealed proposals from 
internationally reputable companies for the provision of PSI sendees covering 
imports and some exports, interested companies' will be required to submit their 
bid in oae original and three copies to the Ministry of Finance and Budget, in 
* BrazzsvQte in two separate sealed envelopes: 

- Envelope “A” will contain technical data to be used for prequalification 

- Envelope "B” will contain price proposals 

Tenders most be received at: 

Ministry of Finance and Budget,Office ofMr. Kaba Mbouala 
before 15 September 15198 at 12:00 noon, when public opening will take place. 

Proposals should remain valid op to 16 November 1998. They most contain a bid 
braid worth CF A francs 30.000-000 (thirty Million) or its equivalent in convertible] 
currency, established in the name of the Ministry of Finance and Budget. Bid bond 
is liable to forfeiture, should the Bidder chose to withdraw his/her bid between the 
time of the public bids opening and the expiry of the validity period, or fail to 
accept and sign the contract established in terms wife his/her proposal by the 
Ministry of Finance and Budget. 

Interested companies can apply for a copy of die Request for Proposals from one of 
the following sources through a formal request on Company stationary signed by an 
•- autirorizediepresentative: 


1. 


3. 


Mr. Kaba Mbouala ; 2 

Economics Advisor . . 

Mimsftre des Finances et du Budget 
Brazzaville . ' ; ■ 

Tel: 24241.1*66 

Fax: 24281 41 45 

ICS, (tteSWIPCO Group) ' 
AroedelaPalx. . 

1003 Lausanne, Switzerland 
Tek 41213188230 - 
Fax: 4121318 8231 . 


ICS 

Iior 30* Street NW 
Snite305 

Washington, DC 20007 
Tel: (202)333-0092 

-Fax:- (202)333-0109 
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MEDIA TRIBUTES POUR IN FOR CHIEF EXECUTIVE WHO TRANSFORMED FLEXTECH FROM OIL SERVICES GROUP INTO PAY-TV FRONTRUNNER 


Roger Luard dies after period of illness 


By Catty Newman 


Roger Luard. the Flextech 
chief executive who trans- 
formed the company from an 
oil services group to one of 
the UK’s foremost suppliers 
of pay-TV channels, has 
died 

Mr Luard. who was 49. 
died in hospital in a London 
on Saturday. He had been on 
sick leave for some months, 
suffering from a rare neuro- 
logical virus. 

Known as a consummate 

dealmaker, one of Mr 


Luard's biggest achieve- 
ments at Flextech was to 
form a joint venture agree- 
ment with the BBC. 

Bob' Phillis, the former 
head of BBC Worldwide who 
Is now chief executive of 
Guardian Media Group, said 
yesterday that the deal 
“wouldn’t have happened 
without his determination” 
He added that Mr Luard 
oversaw FI extech’s "growth 
from small beginnings into a 
force in television". 

Mr Luard trained as an 
accountant, and joined Flex- 


tech in 1986. Three years 
later, the company had made 
its first move into media, 
with an investment in pro- 
gramme distribution. Invest- 
ments In cable franchises 
and The Children’s Channel 
followed. 

In 1994, Mr Luard engi- 
neered a merger of Flextech 
with the European program- 
ming arm of Tele-Communi- 
cations Inc, the US cable 
giant 

Media industry executives 
yesterday hailed Mr Luard's 
achievements in creating a 


company which, at its peak, 
had a market value of £lbn 
(SL63bn). 

Adam Singer, chai r m a n of 
Flextech, said: "Roger pro- 
vided phenomenal vision, 
energy and economic under- 
standing of this industry-” 
He said Mr Luard "brought 
to Flextech a heady cocktail 
of charm, wit and entrepre- 
neurial clear thinking”. 

David Montgomery, chief 
executive of Mirror Group, 
said Mr Luard had "been 
able to leave a legacy of an 
array of channels which will 


add to choice. If it hadn't 
been for Roger, we would 
have been left with one pro- 
vider [British Sky Broadcast- 
ing, the satellite operator 1 to 
give us multi -channel televi- 
sion in the UK”. . 

Since taking time off sick 
earlier this year, Mr Luard's 
role has bear split between 
Mr Singer, chairman; Brent 
Harman, managing director: 
and Mark Luiz. finance 
director. The future shape of 

the company's management 

Is expected to be addressed 
in the coming weeks. 


In May. Flextech 
announced that Mr Luard 
would re c eiv e £3J5m in com- 
pensation if he was unable 
to return to work. That will 
now go to his estate. 

Mr. Luard’s wife. Roly, and 
two young children, Harry 
and Isabella, survive him. 

A fund is being established 
in his memory to sponsor 
neurological research. Doha* 
tjons can be made to Wiggin 
& Co. trustees of the fund, at 
the Quadrangle, Imperial 
Square, Cheltenham, Glou- 
cesters hi re GUO 1Y2L 


British Land 
paves way to 
Oxford Street 

The property group has taken a small 
stake in Selfridges, but not because it is 
interested in retail, writes Norma Cohen 


A fool and his money, 
it may be argued, 
can be more easily 
parted than a retailer and 
his property. 

It emerged last week that 
British Land had taken a 
3.146 per cent stake in Self- 
ridges, a retailer with one 
great property asset. The 
move has prompted specula- 
tion that a bidder - not nec- 
essarily British Land - will 
emerge for one of the grand 
names of British retailing. 

Stuart Rose, former chief 
executive of Argos, the cat- 
alogue retailer, is known to 
have looked at Selfridges in 
partnership with a group of 
financial backers. Black- 
stone, the US investment 
group, is understood to be 
considering a bid and others 
are taking an Interest 
Selfridges’ market capital- 
isation is just over £383m 
and British Land could eas- 
ily afford a bid. At year-end 
March 1998, British Land 
had £1.06bn in unused bank 
lines. 

However, property consul- 
tants speculate that the UK's 
second largest property com- 
pany is really after some- 
thing else - Selfridges’ prop- 
erty assets. 

Selfridges' 540,000sq ft 
Oxford Street site, along 
with the adjacent hotel, car 


park and office block, could 
be worth about £400m, sig- 
nificantly more than the 
company's current market 
capitalisation. 

The irony about Selfridges, 
recently demerged from 
Sears, is that property devel- 
opers have been eyeing its 
prime London site longingly 
for years, while its parent 
company's share price lan- 
guished. As recently as June 
Blackstone was pressing 
Sears to discuss sale terms. 

Selfridges has not been 
completely blind to its own 
property potential, although 
it has foiled for years to act 
on it. 

However, the company’s 
listing particulars show that 
Selfridges plans to develop 
up to 200.000sq ft of addi- 
tional retail space at its 
Oxford Street site. This 
includes expansion in the 
basement in space formerly 
used for warehousing. The 
roof, once home to a roof 
garden, also has the poten- 
tial for expansion. 

Selfridges is not the only 
UK retailer with a substan- 
tial holding in pro pert y: an 
analysis of the top FTSE 100 
companies by Healey & 
Baker, the property consul- 
tants, shows an aggregate of 
44 per cent of net book 
value of these companies is 



Prime asset The grand entrance to Selfridges 


vested in properly assets. 

Ernst & Young, the 
accountants, recently pro- 
duced a report showing that 
UK corporate ownership of 
property was highest in the 
h anking and ret ailing sec- 
tors where the businesses 
need to occupy a large num- 
ber of disparate sites. 

A t Safeway, the food 
retailer, for instance, 
roughly two thirds of 
total assets were freehold 
property as of the year 
ended March 29, 1997. Tesco 
held 
a similar percentage in free- 
holds, while Marks and 
Spencer held roughly a third 
in property freeholds. 

Tesco and its rival. Sains- 
bury, have been among the 


first retailers to try to take 
property assets off the bal- 
ance sheet. Both have joint 
ventures with British Land. 

E&Y also points out that 
companies have had to 
retain extensive property 
departments to manage 
estates, which they have not 
always extracted best value 
from. 

British Land has hot 
announced its intentions 
towards Selfridges. but ana- 
lysts say it is pretty 
clear that the UK’s second 
largest property company is 
not remotely interested in 
retailing. 

Although it has taken 
stakes in, or acquired, other 
companies, all have had 
extensive undervalued prop- 
erty assets. Among its recent 


investments was a stake in 
Moorfields Estates, the UK 
property company which has 
worked closely on ventures 
with Blackstone. 

I t also acquired a 27 per 
cent stake in Five Oaks, 
a stake which it subse- 
quently sold to Milner 
Estates, a company whose 
chairman. John Ritblat, is 
also chairman of British 
Land. 

British Land also has 
about £2bn in joint ventures 
with UK retailers in which 
Vehicles have been created 
to own the property assets, 
sometimes leasing them 
back to their occupiers. This 
leaves the property to be 
managed by an entrepre- 
neurial company while gtv- 


FogusVWae 

fag the retailer the opportu- 
nity to share development 
profits. 

Should Selfridges be think- 
ing of taking its property off 
the balance sheet, thin might 
be a good way to do it 

However, this would mean 
that Selfridges would have 
to pay a market rent on the 
site, estimated at £25m a 
year. Given that Selfridges 
reported pre-tax trading 
profits for the 52 weeks 
ended January 31, 1998 of 
just £L5.3m, that may not he 
a viable solution after alL 

Still, British Land is 
widely viewed as a canny 
Investor. It must believe 
there Is a business opportu- 
nity there somewhere or it 
would have kept its cash at 
home. 



sector funds 



By Jam Rarthacn, 
(uvestmmt Correspondent 


Foreign & Colonial, the fund 
management company, will 

today awnnnnrp that ft fraa 

retained two-thirds of the 
£.i9bn it managed for the 
electricity sector pension 
fund after one of the indus- 
try's largest ever restructure 


Some £8bn.(gl8bn) in total 
has been moved to ll other 
fund managers over nine 
weeks In an intensely secret 
process. 

The move provides a sur- 
prising fillip for active fund 
managers in the UK at a 
time when rising stock mar- 
kets have seat them lose 
ground to their index-track- 
ing rivals. 

It follows F&Cs purchase 
of the management group 
that ran the pension fund 
two years ago. 

A quarter of the total 
funds moved - or £2u2bn - 
was awarded , to three index 
trackers while £6bn went to 
active managers who aim to 
o ut per fo rm the index. 

Tbs biggest winner after 
F&C was JP Morgan, the US- 
owned fund manager, which 
was awarded £900m. The 
company is one of a number 
of smaller groups which 
have been gaining ground at 
the expense of the largest 
UK pension fond .managers 
such as Phillips & Drew or 
Geutmore. 

Significantly, Gartmore 
won a £lbn index tracking 
mandate as part of the reor- 
ganisation, emphasising the 
group’s shift towards the 
lower margin business after 
its takeover by National 
Westminster Bank and sub- 


COMMENT 


Selfridges 


Selfridges can hardly keep out of the news. The shame Is 
that the headlines typically carry the whiff of unwelcome 
visitors. Following British Land's taking a three per cent 
stake, there is renewed bid speculation - this time involving 
Irish businessman, Galen Weston 

If there is compensation, the news at least draws attention, 
to how undervalued the shares are; they rose about 10 per 
cent after the British Land announcement. Shareholders, of 
course, deserve little sympathy. It was they who pressed for 
the demerger of Selfridges from Sears, despite the 
inopportune timing. But that should at least ensure that 
they will be suitably bloody-minded if any bid should 
materialise. 


UK hotels 

News that Nomura is a frontrunner to take control of the 
Thistle hotel group is little surprise. It is a ubiquitous 
presence at trade sales where the cash-flows of the 
underlying assets can be securitised. Potential rental and 
management fee streams from hotels fit the bill nicely. 

A deal would be a welcome fillip for hotel stocks; like 
much of the leisure sector - which trades at around 20 per 
per cent discount to the market - they have been hit by 
fears of a slowdown. The cyclical peak has passed, and 
yields and occupancy levels - at 85 per cent in London - 
will struggle to keep rising if the business travel market 
slows. 

There have been small acquisitions, such as that of the 
Savoy Group and some luxury hotels. But the bigger deals - 
driven by the need to spread marketing and growing IT 
costs over more units - have yet to materialise. 

Consolidation aside, the outlook for UK hotels may not be 
too gloomy. Millennium and -Copthorne's solid pre-tax 
profits growth of 22 per amt testified to healthy growth in 
achieved room rates In both the UK and London. 
Furthermore. M&C also gave hope that the impact from the 
crisis in Asia, which accounts for as much as 10 per cant of 
total city centre arrivals, would not be as bad for the sector 
as many have feared. Sterling ought also to be less of a 
hindrance in the months ahead. 

It may be too much for investors to expect 
out performance, but the prospect of consolidation will 
certainly provide insurance against any downturn. 


News Corp pushes on with Fox sale 


By Richard Waters in New York 

News Corp pushed ahead at 
the end of last week with 
plans to sell a stake in its 
television, and film busi- 
nesses in what could be one 
of the biggest initial public 
offerings seen on Wall 
Street, despite the market 
turbulence that continued to 
hit US share prices on 
Friday. 

The planned sale of up to 
20 per cent of Fox Entertain- 
ment Group could raise 
$2.5bn-$3-5bn, according to 
some market estimates, in 
turn boosting News Corp’s 
own share price by encour- 
aging investors to value its 


various businesses indepen- 
dently. However, a regula- 
tory filing to prepare the 
ground for the sale, made on 
Friday, gave no clue as to 
the number of shares News 
Corp would try to sell, or at 
what price. 

Despite the stock market's 
enthusiasm for the partial 
sale when it was first 
announced at the end of 
June, News Corp’s shares 
continue to lag - in part 
because of Rupert Murdoch’s 
pending divorce, which has 
created uncertainty about 
the future control of the 
company. News Corp’s 
American Depository 
Receipts ended last week at 


$27n, 17 per cent below the 
level they touched when 
plans for the Fox sale were 
first disclosed. 

The planned offering of 
shares in the Fox unit fol- 
lows a strong performance 
by its broadcast television 
and film operations over the 
past year, though the perfor- 
mance has been weighed 
down by News Corp's invest- 
ment in building news and 
sports cable TV channels in 
the US. 

The core of the unit 
remains the Fox television 
network and the company’s 
22 broadcast television sta- 
tions, which generated 
S556m of its operating profits 


in the financial year ended 
June. Tiie returns reflect the 
popularity of the Fox net- 
work among advertisers try- 
ing to reach yoang adults, as 
well as the higher profit 
margins that it has been 
able to squeeze out of the 
television stations. 

The group's film 
operations generated operat- 
ing profits of 8286m last 
year, helped by the world- 
wide success of Titanic and a 
slew of popular television 
shows that included The 
X-Files and Ally McBeaL 
These gains were offset by a 
$l4lm loss on cable televi- 
sion operations, due to the 
investment in new channels. 


Walkers head 
favourite to 
lead Telewest 


By Catty Newman 


Tony Dlsley, president of 
Walkers Snack Foods, has 
emerged as favourite to 
become chief executive of 
Tele west Communications, 
the UK’s second biggest 
cable company. 

Mr Illsley is the leading 
candidate to replace Stephen 
Davidson, who resigned as 
chief executive when Tele- 
west agreed a £649m bid for 
General Cable in April. 

Contracts have not yet 
been signed, and a formal 
appointment is thought to be 
some way oft Neither Telew- 
est nor Mr XUsley were avail- 
able far comment yesterday. 

Mr msley has been bead of 
Walkers, a subsidiary of 
PepsiCo of the US, for sev- 
eral years. He Is thought to 
have been selected for his 
marketing experience. UK 
cable companies have been 
accused of being slow to 
gain customers through poor 
marketing. 

Recently, Telewest has 
begun to attract more sub- 


scribers by offering smaller, 
cheaper packages of televi- 
sion channels. Its acquisition 
of General Cable has also 
taken it dose to overtaking 
Cable & Wireless- Communi- 
cations as the UK’s biggest 
cable company. 

The UK cable industry has 
been consolidating recently, 
with Telewest, NTL and 
CWC emerging as the big 
groups. Share prices have 
recently been soaring in the 
hope of further rationalisa- 
tion in the sector. Telewest 
and NTL were recently in 
merger talks and analysts 
believe Telewest may even- 
tually be taken over. 

Last month, CWC 
approached two of Tele- 
west’s minority shareholders 
in the hope of forging closer 
links between the two com- 
panies. That could lead to 
CWC making a bid for the 
minorities, although 
MediaOne and Tele-Commu- 
nications Inc, the US «ahlg 
groups that are Telewest’s 
largest shareholders, have 
first rights of refusal 


Petrobras 
doubles profits 

Petrobrds. the Brazilian 
government-controlled petro- 
leum group, said stakes in 
subsidiaries almost doubled 
first-half profits from 
R$252m to R$499m (£258m). 

The improvement comes 
as the company prepares to 

face private sector competi- 
tion for the first time. The 
government is expected to 
grant exploration and extrac- 
tion licences to foreign 
groups early next year. 

Although petroleum pro 
duction rose during the half, 
gains were offset by lower 
earnings following liberalisa- 
tion of wholesale prices 
since December 1996. 

Turnover fell from 
Rgl2.99bn to R$12.73bn. 

The group made invest- 
ments of RXLilbn, of which It 
said 62 per cent went on 
exploration and production. 


1 CROSS BORDER M&A DEALS 1 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

British Petroleum (UK) 

Amoco (US) 

Oil & gas 

$50bn 

New MSA record 

Telefonica (Spain) 

Tetasudaste Celutar (Braz) 

MobBe telecoms 

$1 .17txi 

Japanese stakes 

Platinum Technology (US) Memco Software (Israel) 

Computer services SS20m 

Continues trend 

TotefAnka (Spain) 

Toialeaw Criutar (Braz} 

Mobile telecoms 

S368m 

Consortium buy 

APB (Sweden) 

Molecular Dynamics (US) 

Science equpmnt 

$258m 

Recommended 

Wcta, Mum (US) 

Glass's Group (UK) 

Pubfishtng 

$205m 

MBO partial exit 

Coca Cola (US) 

Unit of inchcape (UK) 

Bottling 

5187m 

Russia Coke deal 

HokkrtHmk (Swta) 

Stan City Camflnt (Thai) 

Cement 

$153m 

Wins 2556 stake. 

BBronte (UK) 

LK-ProdudB (Finland) 

Telecoms equpmnt$S5m 

'Nokia connection 

Stagecoech (UK) 

Yetow Bus Co (N2) 

Transport 

$57m 

Highest bid wins 


EMERGING MARKETS ASIAN ROLLER-COASTER SHOWS NEED TO RESTRUCTURE BANKS AND IMPROVE CREDIT 


Lack of underpinning spells danger 


By Pater Montaflnon, 
Aria Editor 


Investors must be beginning 
to despair of ever finding the 
point where the stock mar- 
kets of Asia display funda- 
mental value. 

The past week has been 
another roller-coaster affair, 
with markets across the 
region Calling sharply amid 
concern over Japan’s will- 
ingness to reflate its econ- 
omy and sort out Its banks. 

But the falls, which were 
compounded by fresh won 
ries about the Chinese yuan 
and Hong Kong’s ability to 
maintain its currency peg, 
have another disturbing 
aspect. Although equities 
rallied an Friday as worries 
over Hong Kong abated for 
the time being, the scare 
suggests Asian markets s till 
desperately lack fundamen- 
tal underp innin g 

It is a far cry from Janu- 
ary's rally, when most ana- 
lysts felt prices bad at least 
touched bottom. Worries 
remained - which have sub- 
sequently proved more than 
justified - about weakness 
in the region’s real econo- 
mies, but there was a feeling 
that the full financial impact 
of the crisis bad at least 
been seen. 

How wrong that judgment 
has proved to bei The 
region’s main stock markets 


are now trading well below 
January levels. Hong Kong 
touched its lowest point for 
more than five years last 
week, while Malaysia fen to 
a 10-year low. Heavy s ailing 
also hit file Philippines after 
interest rates were raised to 
protect the peso. Hitherto 
relatively isolated from tbe 
storm, the Philippines is 
under pressure amid worries 
about the revival of crony- 
ism under the new presi- 
dent. Joseph Estrada. 

At the outset of the crisis 
last year, analysts argued 
equity markets would 
recover when currencies had 
stabilised to the point where 
interest rates could be safely 
lowered. 

In many countries - South 
Korea, Thailand and Malay- 
sia, for example - rates have 
long since come down, but 
that has proved no consola- 
tion. Instead, markets are 
now fretting about the credit 
crunch and the damage it 
continues to wreak an corpo- 
rate balance sheets. 

At the pessimistic end of 
the spectrum. Neil Saker of 
SG Securities in Singapore 
argues that the crisis has 
become one of solvency-. 
Worries about the yen are 
something of a red herring, 
he says. A weak yen even 
has its positive side because 
Imports and debt service 
costs are lower. . 
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The real difficulty, he 
says, is the way the credit 
crunch has destroyed capital 
■throughout the region. The 
worst affected country in 
this respect is Indonesia, 
where many listed compa- 
nies are' technically bank- 
rupt. In theory, that should 
mean their shares are 
wholly worthless. 

But the general principle 
applies elsewhere. Markets 
cannot find a real floor until 
banks are restructured so 
credit starts to flow again, 
says Mr Saker. 

There are only a few 
exceptions. In relative terms, 
Singapore should perform 
better than others because 
its companies are generally 
well managed, with strong 
balan c e sheets, and its bank- 


ing system is exceptionally 
well capitalised. 

Other analysts • are less 
.gloomy- For example, Peter 
Chnrchouse of Morgan Stan- 
ley believes Hong Kong is 
cheap at a historic price 
earnings ratio of around 7, 
the lowest in a g a« rt Ui o*v 
The Hang Seng Index has 
priced in both devaluation - 
still seen as unlikely by most 
analysts in the short term - 
and a massive slump in 
property prices. 1 

But even if commercial 
property prices' feu 70 per 
cent an last year's levels and 
residential property 50 per 
cent, property companies 
would still be trading on an 
average discount to net 
assets of over 50 per cent. 

-So there are same real bar- 

0 


gains around. Mr Chur- 
chouse says. Uncovering 
value also depends on one’s 
approach, adds Laurence 
Heyworth at Robert Fleming 
in London. Foreign acquisi- 
tions in South Korea totalled 
$5.4bn in the first half of this 
year, and p flhn to Thailand 
as multinationals took 
advantage of the opening of 
these economies. 

That trend continues, as 
last week's foray by Holder- 
bank into Thai cement 
shows. The takeover value 
placed by such companies on 
the assets of target compa- 
nies must inform the share 
price, he says. “At the end of 
the day there are real assets 
out there." 

The most obvious places to 
look are in sectors such as 
cement, steel, paper and pet- 
rochemicals, he says. Also, 
there are bargains amon g 
under-geared small compa- 
nies for those with the cour- 
age to seek them out 

But in the background, the 
credit crunch looms over 
everything. Investors who 
lost heavily after buying into 
Thai Fanners and Ban gkok 
Bank in their share issues 
earlier this year need no 
reminder of the importance 
of timing. In Asia's worst-af- 
fected markets, underlying 
value will emerge only after 
capital is restructured, not 
before. 
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sequent poor performance. 
BGI and Legal & General, 
the UK’s two biggest index 
trackers are : to manage 
'8900m and £300m respec- 
tively. 

r The two largest UK active 
managers which have suf- 
ffered bad performance in the 
past year - Mercury arid 
Schroders were awarded 
£600a and £500m respec- 
. tlvely. _ .Other winners 
Include Fidelity, Morgan 
Grenfell Asset 
Britannia. Prudential and 

Capital Intenational. . . 

' The transition team at 
Mercury, which handled the 
movement of funds, said 
that the reorganisation was 
not only one of the largest 
ever to be carried out but 
also the most complex. It 
enabled 21 companies, which 
were formerly part of the 
nationalised industry;' the 
chance to have their money 
managed separately for the 
first time. 

The largest asset alloca- 
tion shift is understood to 
have been into index-linked 
gilts. 

F&C, which is controlled 
by Germany's Hypo-Bank, 

said yesterday that it was 
extremely pleased to have 
kept the £l3bn ft did. When 
It bought ESN Pension Man- 
agement Group, the electric- 
ity industry pension scheme, 
for sssm almost two years 
ago analysts estimated that 
it would keep between 50 per 
cent and 75 per cent of the 
total fund, but in the past 
year this has appeared 
increasingly conservative as 
F&C has performed well, 
particularly in UK equities, 
while its larger rivals have 
performed badly. 
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COMPANIES & FINANCE 


NEWS DIGEST 

CAM TELEVISION 

Sluggish TCI performance 
rekindles fears over AT&T 

Heavy marketing and capital Investment costs took their 
toll on the earnings of TCI during (he US cable television 
company's latest quarter, according to figures released 
late on Friday. The news rekindled some of the recent 
concerns that AT&T Is overpaying in its $60bn acquisition 
of. the company, leading to a reversal In both companies’ 
share prices. 

Adjusting for the sale of some cable systems over the 
past year, TO sad its revenues had risen nearly 6 per 
cent to $1.47bn, compered with the same period In 1997, 
while its operating cashflow had risen 3.4 per cent to 
$61 7m. The sluggish performance reflected a number of 
factors, including softer sales of premium cable channels 
and a decision to increase basic cable rates at a slower 
pace, as well as the costs of upgrading the company's 
cable systems. 

Including the cable disposals, TCI reported an after-tax 
loss of $142m, or 28 cents a share, compared with a loss 
of 25 cents a share a year before and Wall Street's expec- 
tation of a loss of only 12 cents a share. TCI’s A shares 
fell $1 g on Friday, or nearly 5 per cent, to S36£. AT&T's 
shares fell £2$, or 3.6 per cent, to S55K - almost their 
lowest level since the TCI acquisition was announced. 
Richard Waters, New York 

SWITZERLAND 


CME plans ‘stocker 5 contracts 

The Chicago Mercantile Exchange, one of the two big US 
futures exchanges, is looking lo introduce futures on 
“stocker cattle" - younger animals too small to be put in a 
feedlot, and thus pasture-grazed until they gain weight. 
The new contracts would be cash-settled, using a CME 
stocker cattle index, based on a seven-day weighted aver- 
age of US Department of Agriculture prices, with six listed 
contract months. 

The new contracts, which require regulatory approval, 
would help to round out the exchange's meat complex, 
which already takes in futures and options on live cattle, 
feeder cattle, boneless beef and boneless beef t ri mmi ng s. 

The exchange is also making changes to its heavily 
traded Eurodollar contracts, including reductions in “tick" 
sizes (the smallest possible price movements); new settle- 
ment arrangements for options contracts, so these can be 
settled in half-point increments; an earlier start to elec- 
tronic trading, at 2.10pm rather than 2.45pm: and the 
introduction of "rolling packs" of Eurodollar contracts, 
which involve the simultaneous sale or purchase of a con- 
secutive series oi four quarterly contracts. 

Most of these changes come into effect today, though 
the rolling packs will start in October. Nikki Tatt 


NORWEGIAN OIL INDUSTRY US GROUP’S MERGER WITH BP LIKELY TO GIVE LEAD TO OTHffiS IN THE SECTOR =' ; 

Amoco chief sees further tie^aps 

■ . ■ ■ PTTFFP 

Rv Valeria SltfiM fa ndn end of onnsnHdatinn within evamtive of Saen Petroleum. “Well continue to work as akhSt&H: Vietnam and A J- A'AJX 


By Valeria Skffld fa Oslo 

The president . of Amoco 
Norway Oil. Anders nor- 
land. warned the country's 
oil industry to expect further 
consolidation In the wake 
of last week’s merger 
between BP and Amoco as 
falling oQ prices continue to 
tear away at company 
profits. 

"The other actors have 
been given a kick now,” Mr 
Morland said. 

“1 dont think this is the 


end of consolidation within 
the industry." 

Amoco's Norwegian opera- 
tion is the US company’s 
fourth largest oil producer - 
outside North America. 
Together with BP Petroleum 
of Norway, it would account 
for 122,000 barrels per day of 
oQ equivalent. Including oil, 
gas and liquid natural 
gases, with about 341m. bar* 
rels of remaining reserves on 
the Norwegian continental 
shelf. 

Dlderik Schnitler, chief 


executive of Saga Petroleum, 
called, the BP- Amoco manger 
a “brave move out of the 
blue that would now push 
businesses more". 

However, he said Saga was 
not considering a merger 
with the Norwegian-state oil 
company Staton. 

Stated, the largest oil pro- 
ducer on the Norwegian con- 
tinental shelf, recently 
became a majority share- 
holder in Saga after purchas- 
ing part of Norsk Hydro's 
stake. 


“WeH continue to work as 
closely as possible together 
on a project basis, . .like on 
[the Norwegian Sea field 
development) Haltehbanken 
South,” Mr Schnitler said. 

Stig Bergseth, Statofl exec- 
utive "president, said the 
combination .of BP and 
Amoco into the second larg- 
est oil producer in the 
world wold increase compe- 
tition, but that Statofl stood 
to benefit from the merger 
as it was in partnership 
with BP in Azerbaijan, Kaz- 


akhstan; Vietnam and . 
Angola. •- 

.. "In principle, we have 
agreed that tbe cooperation 
between 'Statofl and BP ere* 

. ated in 1991 will continue 
under the new BP-Amoco 
entity ” Mr Bergseth said. ■ = 
“Azerbaijan will he one qf 

the more significant pro- 
jects.” ' V ■ 

One of statozl’s main chal- 
lenges in this region will be 
to . develop technical, eco- 
nomical and political export 
solutions, he added. 


Israeli high-tech deals set for record ! 

•• KU 


Swatch increase disappoints 

The bearer shares of Swatch Group, Switzerland's biggest 
watch manufacturer, fed more than 6 per cent on Friday 
following the announcement of a tower-than-expected 6 
per cent increase in first-half 1998 operating income to 
SFr172m (S1 1 4m). Revenues rose 7 per cent to SFr1.5bn, 
and unit sales rose 11 per cent to 56m. 

Although Swatch more than doubled net profits, to 
SFrS47m, this was primarily due to a SFrl33m Increase In 
net financial income, reflecting non-realised profits on its 
share portfolio. Swatch shares ended the week 12.5 per 
cent down at SFr955. 

Swatch said European and US markets had grown 
strongly in the first six months of 1998 but its Asian reve- 
nues fell 3 per cent despite growth in Japan and Taiwan. 

Swatch, which traditionally earns the biggest part of its 
profits in the final quarter of the year, expects Its 1998 
profits to be "even more positive’ than in 1997. It noted 
that sales had started to accelerate in the second half, 
with July sales up 9.5 per cent after adjusting for currency 
movements. William Hail, Zurich 


DAIMLER-BENZ 


63,000 A-Class cars sold 

Daimler-Benz of Germany sold 63.000 of its controversial 
Mercedes A-Class cars in the first six months of produc- 
tion. The figures suggest sales of the car are going well 'n 
spite of bad publicity surrounding its failure last year in 
high-speed test trials. 

The innovative car - which marked Daimler's first move 
into the small car market - was introduced last October 
but was withdrawn after it tipped over while performing 
the so-called “Moose’ test The upgraded version was 
relaunched In February. Daimler said it would meet its tar- 
get of producing 150,000 A-Class cars In 1998. 

Graham Bowtey, Frankfurt 


RETAILING 

Karstadt sales continue falling 

Karstadt, Germany’s biggest department store group, 
spread gloom within the country's retail sector when it 
reported that sales fell again in the first half of this year. 

Tbe results suggest Germany’s sluggish consumer 
demand continued in the first six months of 1998. But the 
retailer said it expected profits this year to be higher than 
in 1997 because demand was now rising modestly. 

Sates fell 4.6 per cent to DM9.4bn (S5.2bn). Sates last 
year at Karstadt - whose interests include mail order and 
travel businesses - fell 1.1 per cent to DM26.6bn. 

Analysts have blamed the slowdown on consumer 
uncertainty about general economic prospects, a weak 
housing construction market, the failure of the government 
to reform the tax system, and an increase in Bring costs 
which has taken money away from retailing. 

Graham Bowtey 


VEHICLES 

GM strikes may cost $2.85bn 

The recent crippling strikes at two parts plants in Michigan 
cost General Motors, the largest of the US vehicle manu- 
facturers, an estimated Sl.65bn after tax in the third quar- 
ter to the end of September. 

GM revealed the amount in a filing with the Securities 
and Exchange Commission late on Friday. This became 
available after the stock market had closed, but the overall 
cost of the strikes appears to lie towards the upper end of 
the S2bn-$3bn range which analysts predicted. 

Last month, the car and truck-maker announced an 
after-tax cost for the second quarter of $1.2bn, with 
227.000 units of production lost as a result of the stop- 
pages. Coupled with the estimated losses for the third 
quarter, the total bill for the strikes is about $2.85bn. Addi- 
tional production losses in the third quarter were estimated 
on Friday to be 318,000 units, suggesting the unrest cost 
the carmaker 550,000 units overall. 

The strikes, which began in early June and centred on 
productivity issues, were settled at the end of July. At one 
stage. 26 of GM's 29 North American assembly plants 
were closed as they ran short of parts. 

Nikki Tait, Chicago 


FUTURES 


By Ain MachSs in Jerusalem 

Cross-border deals involving 
Israeli technology companies 
are heading, for a record 
year, even though overall 
foreign Investment has been 
sluggish. 

Last week Israeli high-tech 
managers watched with 
envy as Platinum, the US 
information technology com- 
pany, agreed to buy Memco, 
a small Israeli software com- 
pany with Just $30m in 1997 
revenues, in a stock deal 
worth about $50Qm. 

This followed a deal Just 
two months ago when Amer- 
ica Online, tbe world's lead- 
ing online service, agreed to 
pay at least S287m for Mira- 
bliis, an Israeli company 


with no revenues at all hot 
more than 12m users of its. 
internet chat program. 

For many small Israeli 
technology companies, sell- 
ing-out Is increasingly wel- 
comed not only tor the . cash, 
but as a means of solving 
one of the sector's biggest 
weaknesses - sales and mar- 
keting. 

“Working in large US 
operations creates .more 
added value for Israeli com- 
panies." said Avi Israeli, 
managing director of corpo- 
rate finance for Tamir Fish- 
man. the Tel Aviv partners 
of Hambrecht & Quist, the 
US investment bank. 

“Some companies may 
resist tbe temptation to sell 
out and could spend 15 years 


trying to build a distribution 
network. This is very costly 
and often fails ” 

Analysts and executives 
agree that cross-border M&A 
activity, which has exceeded 
$l.8bn this year compared 
with more than $1.7bn in 
1997, is a vote of confidence 
in Israel’s technological 
prowess. But some say the 
trend has a side effect as 
weO. The prospect of being 
gobbled up by a global 
player may be a disincentive 
for young Israeli companies 
to learn how to market on 
their own and could stunt 
the long-term development 
of the entire sector. 

“M&As are the fuel of the 
Industry but you also need 
an engine." said Yanki Mar- 


gab t, chief executive of Alad- 
din, the Tel Aviv-based man- 
ufacturer of anti-piracy 
equipment "More and more 
companies are looking for 
their .exit strategy from the 
first moment of their exis- 
tence, and few are thinking 
about long-term survival and 
■ infrastructure, building." 

Yoram Yahav, executive, 
director of the Technion 
Institute of Management, a 
management education pro- 
gram for Israeli high-tech 
executives, agrees: “Foreign- 
companies are buying our 
brainpower, because we 
don't have the management 
and marketing expertise. 
Israeli companies will con- 
tinue to sell themselves,but 
we must also create incen- 


tives for firms to grow and . 

become global companies." 

. Until . such . Incentives 
exist, dales and marketing 
will continue to be an Achi- 
lles’ healfor the ■sector. 

Indeed, although dozens of 
Israeli technology, companies 
haws issued shares an .Wall 
Street in recent years, many 
find they have gone public 
too soon. 

Inadequate management 
and marketing often sends' 
shares plummeting in the 
months following successful 
IPOs. 

This is one reason why 
some analysts say technol- 
ogy .companies should 
embrace foreign buy-outs 
which create value for share- 
holders. 


Exploration and Production, 
the listed sabstdiary of the 
state-owned . Petroleum 
Authority' of Thailand, 
■announced it lost Btl.03bn 
in.the second quar- 
ts- of -1998. compared with a 
profit of Bt33Bm in the same 
period hist year, writes Ted 
Bardacke fn Bangkok. 

' Despite the loss, Thai- 
land's largest company by 
market capitalisation still 
posted a first-half profit of 
Bt777.6m. ap. 22 per cent 
from last year's interim 

profit of Bt637-5m.' / . 

PTTEP said the second- 

quarter, loss was caused pri- 
marily by an unrealised for- ' 
eign exchange loss of 
Btl.lSbu, additional explora- 
tion expenses of Bt322m and 
interest expenses on Japa- 
nese Samurai bonds issued 
in the third quarter of last 
year. 

Expenses for the company 
increased to Bt3.06bn. up 180 
per cant. 

Shares in PTTEP rose 18 
per cent on Friday to close 
at Bt320, after felling. 10 per 
cent cm Thursday because of 
Worries over the impact of 
low oil prices on earnings. 

Second-quarter revenues 
were Btl.Tbn, down BtAbn 
from the year-earlier period. 
The company sold.35£8i bar- 
rels of oil equivalent, down 
lb per cent due to a 21-day 
shutdown of the Bongkot 
project to install equipment 


Lucent and Cisco square up for mismatched combat 

Convergence of the internet with the traditional telephone network spells a battle between old world and new, writes Roger Taylor 


Maifcet 
movers 

A popular event at ancient 
Roman circuses used to be a 
fight between two gladiators, 
one armed with a trident 
and a net. the other with a 
sword and shield. The man 
with the net had to try to 
entrap his opponent before 
his opponent stabbed him to 
death. 

A perhaps less thrilling 
combat, but one between 
equally mismatched adver- 
saries, is now starting 
between two of the youngest 
but largest companies in the 
US. Lucent Technologies and 
Cisco Systems are the con- 
tenders. and rarely have 
such different companies 
found themselves competing 
in tbe same arena. 

Tbe scale of the battle is 
huge. Both companies are 
now valued at about $100bn 
- on a par with IBM or 
AT&T - colossal valuations 
that have been achieved 
remarkably quickly. 

Cisco is little more than a 
decade old. Lucent was spun 
out of AT&T just two years 
ago. Since then, both compa- 
nies bave risen in value 
more than fivefold as inves- 
tors bave increasingly appre- 
ciated the opportunity they 
face. 

This opportunity is the 
convergence of the internet 
with the traditional tele- 
phone network. 

Until recently, the internet 
and other flows of data 
moved across telephone 
wires piggy-backed on the 
system without tbe help or 
hindrance of telephone 
companies. 


But with data traffic - 
such as e-mail, corporate 
computer networks and pub- 
lic use of tbe Internet - now 
growing eight times as fast 
as voice traffic, the tele- 
phone system will soon be 
used more for data than 
voice. 

Telephone companies now 
know they need to build the 
compute- systems that con- 
trol data Into the fabric of 
the telephone system if they 
are to control and charge for 
this usage. 

This will allow them to 
offer clients “virtual private 
networks" - whereby they 
manage corporate computer 
networks on behalf of tbe cli- 
ents. 

Tbe resulting demand 
from telephone companies 
and other service providers 
for the necessary computing 
systems is reckoned by Bill 
O’Shea, head of data net- 
working at Lucent, to be 
worth about SSObn. but be 
expects this to double in the 
next couple of years. 

He believes the next 12-18 
months will be crucial as 
many large telephone com- 
panies make their first seri- 
ous investments in this area. 

The fight for this business 
has been billed as the old 
world versus the new. The 
"old world” signifies the tra- 
ditional suppliers of tele- 
phone network equipment, 
such as Lucent, Nortel of 
Canada or Alcatel of France. 

The “new- world" com- 
prises those companies 
which make the equipment 
used to build the Internet 
and corporate data networks 
- companies such as "Cisco, 
Bay Networks and Ascend. 

The takeover of Bay Net- 
works by Nortel is an 


Close contest. ^ J : W 
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attempt to combine the best 
of both worlds, but analysts 
have still to be convinced 
this will work. Instead. 
Cisco, the champion of the 
new world, and Lucent, the 
champion of the old. are 
seen as the strongest con- 
tenders. 

Earlier this year the two 
discussed merging, but their 
differences were too great. 
Analysts argue that the 
more bureaucratic culture at 
Lucent would never have 
blended with that, of tbe 
more entrepreneurial Cisco. 

Mr O’Shea points out that 


Cisco has experience only of 
building corporate networks, 
not telephone networks. 
“Cisco is coming to play on 
our turf," he says, adding. 
“This space is bigger than 
anything Cisco has ever 
been involved in." 

Larry Lang, vice-president 
at Cisco with, responsibility 
for the service provider mar- 
ket, replies that Lucent is 
new to data networking and 
still in the process of putting 
together its complete range 
of products, largely through 
acquisition. 

"They can’t Just say they 
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want to be in this market 
There is a certain amount of 
craft involved,’’ he says, 
adding that strong ties to the 
telephone companies are not 
enough. “They can take cli- 
ents out to lunch and they 
can take clients to golf, but 
at the end of the day they 
have to have tbe products to 
selL" 

The fight is now spilling 
into the law courts. In June, 
Lucent sued Cisco for patent 
Infringement. Last week, 
Cisco launched a countersuit 
against Lucent 
Lucent has the better rela- 


tionship with the telephone 
companies. . But - Cisco 
believes it has a crucial asset 
in its own customer base - 
large businesses, most of 
which bave bought data net- 
working. equipment from 
Cisco. 

Mr O'Shea argues Cisco 
and its like axe not used to 
the high, quality standards 
demanded by telephone com- 
panies, which will not toler- 
ate the level of failure rate 
traditionally associated with 
corporate networks. 

Mr Lang replies that 
Lucent’s “extreme perfec- 
tionism" could be a hin- 
drance in its new market: 
“In a slow-moving area like 
telephone equipment it is 
OK to build stuff which can 
survive a nuclear attack. But 
where products are being 
superseded every few 
months, it can be a ball and 
chain." • 

Service is another issue on 
which the two companies 
disagree. Lucent has built a 
large support and . services 
operation in data network- 
ing, just as it has in' tradi- 
tional telephone equipment. 
It regards tins as something 
service providers will 
require. 

Cisco argues this will only 
add costs, which all custom- 
ers will end up paying for, 
even if they do not require a 
high level of service or 
would rather give that work 
to a third party. 

Whether Lucent’s heavy 
armour or Cisco's guerrilla 
tactics will win more battles 
is hard to Judge. 

But at present tbe stock 
market is gambling that 
both companies will walk 
away with substantial prizes 
from the fight. 


INTERNATIONAL BONDS UNUSUAL SPLIT IN THE RATINGS WORLD SENDS UNCLEAR MESSAGE TO THE MARKET 


Japan shrugs off threat of debt downgrade 


By man Tea h Tokyo 

Imagine a country whose 
fiscal position was deterior- 
ating so fast that Moody's 
Investors Service, the US 
credit rating agency, bad 
announced it was consider- 
ing downgrading its sover- 
eign debt. Imagine also that 
its government announced 
planned tax cuts so large 
that it would push tbe offi- 
cial budget deficit up to 6 
per cent next year. 

Add to this growing mar- 
ket jitters about the state of 
the country's financial insti- 
tutions and a recent sharp 
slump in the value of its cur- 
rency, and predictions of fur- 
ther falls. 

Sounds like a classic rec- 
ipe for a bond market crash? 
Not, it seems, in Japan. For 
if investors needed convinc- 
ing of the peculiarities of 
Japan's markets, the recent 
behaviour of Japanese gov- 
ernment bonds might pro- 
vide some tempting pn»L 

For example, when 
Moody’s announced on 23 
July that it was considering 
downgrading Japan’s AAA 
sovereign debt rating, tbe 
market rallied. 

Since then, it has moved 
sideways - albeit slightly 
below the dizzy record high 


or last June - as the govern- 
ment pledged a further 
YlO.OOObn <S69bn) stimulus 
package and YT.OOObn tax 
cuts next year. Ibis could 
lead to the issuance of 
around Y7.000bn more deficit 
financing bonds in the next 
year, government officials 
say. 

However, last week the 
JGB September futures con- 
tract surged to 134.44, a his- 
torical record only equalled 
In June. Meanwhile, the 
yield on tbe benchmark 10- 
year bond closed at 1.175 per 
cent on Friday, dose to Its 
June low. 

So what is going on? In 
practice, at least three 
thing;. Japan's economy is 
still looking grim: wholesale 
prices tumbled 22 per cent 
in the year to July, mid infla- 
tionary expectations remain 

minimal 

Secondly, the Japanese 
market has become more 
domestic in its orientation. 
Traders estimate that some 
95 per cent of the YSSQMRm 
outstanding JGBs are owned 
by domestic investors. 
Indeed, many suspect that 
the International proportion 
has fallen recently. 

Domestic investors appear, 
to have few qualms. Govern-' 
ment institutions, such as 


V>rS£) • • 


the Fiscal Investment and 
Loan Programme, account 
for about half the total own- 
ership of JGBs, and show no 
sign of abandoning their 
taste for bonds. 

Meanwhile, many private 
domestic institutions, such 
as life assurance groups, 
take their investment lead 
partly from FILP. And the 
fact that JGBs are risk- 
weighted at zero under the 
Bank for International Set- 
tlements measurements 
makes them attractive to 
banks. 

Moody's action has effec- 
tively been shrugged off by 
investors, argues Masuhisa 
Kobayashi of Merrill Lynch. 
Indeed, any decision by 
Moody’s to downgrade Japan' 
might perversely increase 
purchases of JGBs, he sug- 
gests. “A lowering of Japan's 
country ceiling would mean 
that there could be no AAA 
JGBs, which in turn would 
mean that corporate bonds 
would not be able to escape 
a credit downgrading. 
Accordingly, investors 
would shift from low-grade 
corporate bonds to JGBs." he 
says. 

thirdly, Moody's message 
has been blunted by an 
unusual split in the ratings 
world. 


Moody's is concerned that' 
government finances are 
being eroded, and it is wor- 
ried about the threat of a 
capital flight, »nd th«* inabil- 
ity of political groups to act 
decisively to solve the prob- 
lems. As Vincent Truglfa of 
Moody’s says: “What we are 
concerned about is that as 
you look out five or 10 years, 
the Japanese government 
will face a lot of contingent 
liabilities." 

However. Standard and 
Poor’s has declared that it 
has no plans to downgrade 
Japan. It insists the country . 
still has “exceptional liquid- 
ity", "an extremely strong 
external creditor position". . 
and “considerable - albeit 
diminished - fiscal fi eri fril - 
itT- 

In practice, most econo- 
mists think the difference' 
between the two rating agen- 
cies is- one of perspective; 
■whereas' S&P is taking s 
more ; medium-term 
approach, Moody's is focus- 
ing on the longer term. And 
whether Moody’s will actu- 
ally ~ downgrade Japan 
remains unclear. 

Such reviews result in a 
downgrade in about 70 per 
cent of cases, according to 
Moody's statistics, but the 
results will not be known for 
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several months. - 
Analysts are' already 

starting to wonder whether 

the bond markets can con- 
tinue to amaze. Irrespective 
of Moody's review, other 
threats to the market loom - 
such as another plunge in . 
th& yea, or a new bout of 
financial market testability. 
And If Moody's does down- 
grade Japan’s . sovereign 
debt, this could push up. 
funding costs far AAA-rated 
companies such as Toyota or 






NTT - and fuel the finanHai 
instability. 

“The bond markets have 
been slow to adjust, (to 
recent events)," jfrgues a 
report by Deutsche Bank, 
which warns, ftq “a sudden 
correction in. bond prices- is 
certainly a~ possibility at 
some point". Few arebetfing 
on an. immediate “correc- 
tion”. But it' would be a 
brave; investor who would 
bet that even Japan can defy 
economic logic forever..' • ■ 
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NEW.Y0RK. 

By Richard Waters 

When the Federal Open 
Market Committee meets 
tomorrow, its sights are stm 
likely to be fixed on events 
beyond American borders. 
The almost unanimous view 
on Wall Street the spreading 
inte rnati o nal financial crisis 
that last week threatened to 
engulf Russia makes any 
move to raise US rates at 
this stage highly unlikely. 

At the same time, 
domestic economic 
conditions appear to justify 
a farther wiwrfr fn g of time by 
the FOMC. The trade deficit 
for July, due tomorrow, is 
expected to show a slight 
decline from the 8i5.75bn 
recorded in June. However, 
the tide of imports - with Its 
depressing effect on prices in 
the US - is Still r unning far 
higher than last year. 

The lack of inflationary 
pressure is likely to be 
evident in the latest monthly 
consumer price index, also 
due tomorrow. The core 
index is expected to have 
risen about 02 per cent 
during July. 


COMPANIES DIARY 
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Add the unease in the 
wnevg in g markets, pm* 
conditions continue to look 
good for US Treasuries, 
where long-term yields have 
already fallen about 20 basis 
points over the past month. 

For now, though, share 

prices show little sign of 
resuscitating on the back of 
lower bond yields. 


Automotive sector to 
boost Georg Fischer 



• GEORG FISCHER, the 
Swiss engineering group, is 
expected today to report 
first-half net profits of 
SFr59m-SFr66m, up from 
SFrSOm a year earlier. This 
Is expected to be driven by 
strong growth in western 
markets and a good perfor- 
mance in the automotive 
sector. The company is also 
expected to announce record 
results in the automotive 
and piping systems sectors 
and progress in restructur- 
ing the manufac turin g tech- 
nology division. AFX-News, 
Zurich 

• Roche, the Swiss pharma- 
ceuticals company, is today 
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expected to report first-half 
net profits of SFr2.04bn- 
SFi2.4bn ($L57bn) compared 
with SFr2.43bn a year ear- 
lier, analysts said. The 
potential capital gain result- 
ing from the sale of De Puy 
will be booked in the second 
half of 1998. 

Roche said in July it 
would sell its 84 per cent 
stake in De Puy. winch it 
bought last year as part of 
the Corange deal, to Johnson 
& Johnson for £L9bn. 

Roche has said it expected 
good results in 1998 despite 
the possibility of a certain 
earnings dilution from its 
Corange acquisition. AFX- 
News, Zurich 


LONDON 

By PH* Goggan 

A few days oT boredom 
would probably be the 
devout wish of most UR 
traders and investors, after a 
hectic period in which 
events in Japan, Russia and 
Wall Street have sent UK 
shares reeling. 

There were a few signs 
that markets were 

rebounding on Friday, but 

most analysts' hopes fora 
rally are pinned on 
September, when the bulk of 
market participants return 
from their summer holidays. 

Domestically, the main 
j issue remains whether 
I interest rates have peaked. 
Retail prices data for July. 

due tomorrow, are expected 
to show the headline rate 
dropping 0.2 per cent on the 
month, bringing the annual 
rate down from 3.7 to 3.6 per 
cent The underlying rate, 
which excludes mortgage 
interest payments, is 
expected to fail from 2.8 to 
2.6 per cent, close to the 
government's target of 15 
percent 

Figures lor July retail 


• The entrance into the 
Footsie in June of advertis- 
ing agency WPP Group 
raised eyebrows as comment 
focused on the fete of Saat- 
chi & Saatchi. the previous 
ad agency to grace the index. 
However. WPP is expected to 
show continued strength 
despite the strong pound. 
Panin ure Gordon, joint 
house broker, expects 
interim results 15 per cent 
ahead, helped by new busi- 
ness wins and margin 
growth. It forecasts a pre-tax 
figure of £90 .3m ($149m), up 
from £78.3m and earnings 
per share or 7.8p (6.6p). 

TUESDAY ~~ 

ALUSUISSE LONZA. the 
Swiss industrial conglomer- 
ate, is expected to report 
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sales, published on 
Wednesday, are expected to 
show a rebound from June’s 
World Cup and weather- 
affected decline. The 
consensus forecast, 
according to Standard & 
Poor's MMS, is for a 0.4 per 
cant monthly rise, bringing 
the anniwi rate of growth up 
to 2.7 per cent. 


first-half net profit of 
SFr254m-SFr264m, up from 
SFr223m a year earlier .ana- 
lysts said. Good turnover fig- 
ures In the aluminium sector 
and the sale of a number of 
units in the packaging sector 
will influence the result. 
AFX-News, Zorich 

• Ciba Specialty Chemicals, 
the Switzerland-based chemi- 
cals company, is expected to 
report first-half net profits 
before extraordinary charges 
of SFr305m-SFr35Qm, against 
SFr319m a year earlier, ana- 
lysts said. The year-earlier 
figures could be restated as 
the company has changed its 
accounting standards to US 
Gaap from International 
Accounting Standards (IAS). 

Extraordinary charges 
related to the Allied Colloids 
acquisition of aronnd 
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By Andrew Usher 

Although the German stock 
market rallied impressively 
from the mid-week sell-out 
which followed this year’s 
powerful advance, investors 
are still waiting anxiously to 
see if shares plunge again. 

The Dax blue chip index 
suffered from acute 
nervousness about the 
financial crises in Asia and 
Russia, but picked up on 
Friday to close some 2 per 
cent higher at nearly 5,500 
paints. 

It has been above 6JJ00 
fids year, but Is likely to 
remain volatile for a while in 
view of the problems in 
Japan and Russia. 

This week brings a 
handful of interim results to 
concentrate investors' 
attention, as well as the first 
council meeting of the 
Bundesbank an Thursday 
after its summer break. 
However, no interest rate 
changes are expected. 

Chemicals groups Hoeehst 
and Bayer report interims on 
Wednesday and Thursday 
respectively. WeQa, the hair 


SFrLOSbn could result in a 
first-half net loss of around 
SFr7S0m. AFX-News, Zurich 

• Hoeehst, the German 

rhpmiralu nnH pharmaca nti- 

cals group, is expected to 
report half-year operating 
profit of DML82bn-DMR09bn 
compared with DM247bn 
($L25bn) in file correspond- 
ing period last year, accord- 
ing to analysts. 

Sales are put at 
DM22.62bn-DM25bn. down 
from DM27.89bn, and pre-tax- 
profit at DMUaflm-DM2bn. 

Analysts differed on 
whether all the remaining 
Hoeehst Marion Roussel 
restructuring charge would 
be included in the results, as 
indicated by chairman juer- 
gen Dormann earlier in the 
year, or whether part of it 
would he held back and 
included in the third-quarter 
results. 

Analysts agreed that the 
impact of Asia was likely to 
be small in the first half, 
becoming more of an Issue 
in the second of foe year. 
AFX-News, Frankfort 

• Interim figures from Mer- 
sey Docks & Harbour Com- 
pany are expected to come in 
about 7 per cent higher at 
£23m (538m) pre-tax. It plans 
to double capital spending 
from the 1997 figure, so there 

I may be news on how that is 
! progressing. These figures 
mark a new era for the com- 
pany: in January it settled 
the long-running dispute 
with dock workers and in 
March the UK government 
sold its 14 per cant stake. 

WEDNESDAY 

CANON, the Japanese 


Bmcfamnlf yield carte 

PIT-. 

5J5 — 


- — MWW98" 
— Mocftago- 


TOKTO 


10 yen 20 30 

IL/BtU —m 


Daxinrtwr 



TO 11 12 » 14 
. AQ199B ' ‘ 


care and cosmetics company. 
wiB announce half-year 
figures on Wednesday and 
Merck pharmaceuticals on 
Thursday. 

Also due are money supply 
data for July and the dosely 
watched b u s in e s s confidence 
index of the- Kb economic 
research institute, as wen as 
July wholesale prices. 


By Alexandra Harney 

Politicians' plans for 
rescuing Japan's troubled 
hanking sector will take 
centre stage in Tokyo this 

week, as parliamentary 
debate over legislation on 
financial sector reforms 
opens on Monday. 

The debate is likely to - 
keep investors nervous as 
opposition parties axe 
expected to challenge the 
bill drawn up by tile leading 
Liberal Democratic Party 
with a more aggressive plan. 

Last week, markets fell on 
concerns aborrt the financial 

sector's health and the 
weaker yen. The Nikkei 225 . 
average dosed down 258JB 
points, or 1.68 per cent, on 
Friday. This was 705J34 
points, or 4.46 per cent lower 
than its close foe previous 
week. The market has lost 
9.61 per cent, or 1607.99 
points since mid-July. 

The yen also weakened to 
an eight-year low last week, 
but strengthened on reports 
erf possible intervention from 
foe cental bank. The 
currency ended at 14640 in 


BttKfcmatlCiMdcsnM 

t W . 

ZSO - — -1 

afl ^ 





' — 14AW8B' 
— Matt fe- 

mTts a 
mrmi 


Htkiai 225 Avenge 

JOB* - - - - - . 

«o v : 

1SB_a_ 

1&« -Nv — 

1W ^ s _ 

« ... \ 

19L0 : • „ 

m I I ! . 

7. 10 11 12 » .14 
flag 1898 


late trading on Friday. 

Economic indicators and 
trade data due this week are 
likely to be gloomy. 

Howe ver, company profits 
announcements could be 
more encouraging. TDK, the 
electronics group, and 
Honda Motor will announce 
first-quarter figures this 
week. 



Martin Sorrefl of WPP: winning new business 


printer, copier and camera 
maker, is expected to 
announce first-half pre-tax 

profits of Yl25-3bn-Yl40bn, 
up from YI24.1bn (5888.4m) a 
year earlier, with foe com- 
pany benefiting from the 
weaker yen. 

Canon has forecast its 1996 
pre-tax profits at Y355bn, 
compared with Yl4&8bn in 
1997. Any possible negative 
impact from cuts in the price 
of printers in offshore mar- 
kets should be modest and is 
not expected to affect first- 
half results significantly. 


AFX- Asia, Tokyo 

THURSDAY 

HONDAMOm "foie" Japa- 
nese carmaker, is expected 
to report pre-tax profits for 
foe first quarter to June of 
more than Y13Qhn, up from 
Yl08hn a year earlier. 

They said strong sales in 
foe US and the weaker-than- 
expected yen are likely have 
more than offset poor sales 
in the domestic market and 
growing pressure on Honda's 


tHC, S' 


Asian operations. 

Honda’s domestic sales Ml 
833 per cent year-on-year to 
168,045 units in the June 
quarter, with exports down 
0.6 per cent at 133,980 unite 
and domestic production 
down 10.6 per cent at 296£39 
units. 

Analysts said Honda was 
not likely to suffer a sharp 
downturn in US sales, even 
though GM and Ford see a 
sales downturn following 
strong sales in recent 
months. AFX-Asia, Tokyo 
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CURRENCIES & MONEY 


Rouble holds sway 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


By Richard Adams 


Talk of a rouble devaluation 
moved the currency markets 
last week, hurting: the 
D-Mark and helping the US 
dollar. But It remains far 
from clear that a devalua- 
tion would be much of a ben- 
efit for Russia. 

A 25 per cent devaluation 
of the rouble against the dol- 
lar would improve the Rus- 
sian current account margin- 
ally. but produce a much 
more negative effect on the 
capital account 

The government's fiscal 
deficit would be widened. 

through the greater expense 

of servicing its hard cur- 
rency debt. And, perhaps 
more damaging] y. overseas 
investors would be nervous 
that a rouble devaluation 
would be followed by even 
more currency weakness. 

Russia '8 central h ank has 
already been forced to inter- 
vene in support of the rou- 
ble. Its foreign exchange 
reserves are now less than 
$l7bn. Another few months 
of intervention at a similar 
rate would run its useable 


reserves down to such an 
extent that either devalua- 
tion would, be forced upon it, 
or the IMF would have to 
provide further support. 

Meanwhile, the dollar is 
likely to see further gains 
against the D-Mark, with 
German banks seen as vul- 
nerable to default by Rus- 
sian borrowers. 

The end of last week's 
trading saw the pattern that 
could be established for the 
rest of the quarter bad news 
moving the D-Mark weaker 
against the dollar, sterling 
and the Swiss franc. 

Any talk of devaluation In 
China will similarly, boost 
the dollar against the yen 
and Australian and New Zea- 
land dollars. The yen/D- 
Mark cross, however, could 
get greater attention from 
the authorities. 

Last week Bundesbank 
and Japanese Ministry of 
Finance officials hinted the 
yen was too weak against 
the D-Mark. With so many 
long D-Mark positions 
against the yen, it could yet 
become a relatively cheap 
intervention play by Japan. 
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EURO PRICES 


EQUITIES 


CURRENCIES & MONEY 


Europe ends bad week on upswing Z 


FT SYWHEUC EURO RATES 


BlROmNOVER VlEW 

By Sfaxu bafts 

Trans-European equities 
bonn oed baric on Fri day * hi j> 
warc of Russian relief, but 
stflj ended the week battered 
by the emerg in g marine cri- 
sis and fears over the out- 
look for US earnings. 

The performance of the 
yen. the Hang Seng in 
Hong Kong and Russia's 
domestic bond market are 
lively to have a greater 
impact on European share 
prices this week than the 
state of the regional econ- 
omy or the ongoing results 
season. 

FISC Enrotnp 30G Eixobfoc 


1500. 

UBO 


However, there will be 
some key economic data in 
Europe, with the UK retail 
sales figures . for July and 
Germany's JFO hn<na^e cli- 
mate surrey, 

Tbe OS will also deliberate 
on interest rate policy on 
Tuesday, but no change is 

Overall, the FTSE Earotop 

100 index had a bad week, 
and despite rallying by 4L86 
points on Friday, it dosed 
the week 7432 or nearly 3 
per cent lower at 2.717.75. 

The broader Eurctop 300 
flniabed the week at 1,181.05 
after gainin g ISJ4 on Friday, 
while the FTSE Ebloc 100 
iwtfff , whkh hv ^iwim COBB- 




panics only from countries 
participating in the first 
wave of monetary union, 
closed at lJWUa. 

Consumer goods, finan- 
ctods and general indnstrialfl 
ware the stronger sectors, 
with retail banks enjoying a 
refief rally after the Russian 
stock market bounced back 
from Thursday's depressed 
levels. 

. Salomon Smith Barney 
warned on Friday, that 
"increasing drag from 
weaker emerging market 
growth and currencies is 
already slowing euro-area 
growth. 

"However, firming dome# - 
tic demand should ensure 


steady growth near 3 per 
cent in 1998 and 1999". -. 

And It argued that stron- 
ger domestic demand and 
low interest rates would 
limit the downside risks to 
the region's growth. 

ABN Amro warns that 
with Asia still stumbling 
and substantial capital Sows 
craning across Horn Japan, 
E ur ope an bond yields shouM 
have farther to fall and that 
Investors should look, for 
defensive stocks or bond 


ft has Tecraumettded TIM. 
EDP, Telecom Italia and Cre- 
dlto Italians as relative win- 
ners, all being interest rate- 
sensitive stocks. 
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SCHRODER JAPANESE WARRANT FUND LIMITED 

international Depositary Receipts 

issued by Morgan Guaranty "Rust Company of New York 

At an Extraordinary General Meeting of the Company held on 12 August 1998, the special 
resolution proposed to wind up the Company was passed and the Company wjH now be placed n 
members* vokintaiy iqufctation. 

Mr John Eveit and Mr Mark Smith resigned today as directors of the Company. 

The Company has applied to the London Stock Exchange to cancel the listing of it's sham with 
effect from Otocommancament of tradtog on Tlunday 13 August 1998. 

As Indicated m the Annual Report, the Directors ol the Company anticipate the payment of a tost 
and posably final fiquidation distribution before the end of September. 

Registered Office: 

Barfield House, SL Julian's Avenue 
St Peter Port 
Guernsey GY1 3QL 


By Order of tha Board 
Schroder Investment Management (Guernsey) lamed 

Secretary 


Depositary: Bar* Brussels Lambert 

24, Avenue Mamlx, 1000 Brussels 


NOTICE TO BONDHOLDERS 

dkTECO 

Teco Electric & Machinery Co., Ltd. 

'Irx.vjxmuti ■ .njugi LnatcJ M i/uiri in 7iii«dx. 0ejiuhht ><y Chtnal 

US$1004000,000 

2.75 per cent Convertible Bonds due 2004 

. IU "finnpcJm ’ tbe ftinli ' ir*prrnretil 

Nonce a hereto gneo id the hohferv of the ratuaodiny Bomh ot Tcvn EViim. & Machines Cu , Lul kJv 
-C odVanj-i thto the Cnmjunv hacdeclwrd ns annual ut* L JrvulcmL jnd the murd iltoe lur (famlniJciri, ZSih 
Jane 1V9K. Later ROC'S COMPANY LW, the rct^uei ol 4urehDUm udi tie ckwed (ran 21u June IWtf tn 
25th June IWi m order (rr tee Conrpanv in dexmnine Ouirhntderx entuIcnKiuc in nphls pcrununi; in eumnun 
sham The prucecunj v{ an> Cnmcnkm Numvc Mihraaiied while the regitorr uf shirchuMcfN n( tee Cwnjunt 
r> Oovd rcill be pudpmcd until 2wb June l**9K. 

Folkming the anxmol of the Serunucs & Ewhiapc Commission, the Company's shjre eaptul »iU be 
maeayed from NTSI IJJT.VC45IO to NTSI3JW.OV7JMU 1 UKL4U5.T2J 9hnc\ with par ijJuc W NTSlUV. 

As a resuh of ihe mtrrasc ui the Compans \ issued share capital. Ihr nuveismn pnee nf the Bints has teen 
adjusted Iran NTS** ui VTS« with clfcci fmra ;ridi June IW«. 
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MONDAY 17 


dinton speaks 

President BH1 CBrrton fs due to give 
videotaped testimony at the White 
House on his relationship with Monica ' 
Lewinsky. Independent counsel 
Kenneth Starr has reached an 
Immunity deal with Lewinsky, a former 
White House Intern, for her to testify 
on her relationship with the president 
Stair has called scores of witnesses 
this year in his investigation Into 
allegations that Clinton had an affair 
with Lewinsky, then put pressure on 
her and others to cover it up. Both 
C Briton and Lewinsky denied the affair 
under oath in the now-dismissed Paula 
Jones sexual harassment case and 
Clinton has said pubfidy he never 

asked anyone to He. 

Nato exercise 

North Atlantic Treaty Organisation 
forces, seeking to step up the 
alliance's visibility in countries 
bordering Serbia's troubled Kosovo 
province, start “Co-operative 
Assembly” military exercises near the 
Albanian capital (To August 22). 

Tennis 

New Haven, Connecticut: PHot Pen 
International (to Aug 23). Indianapolis: 
RCA Championship (to Aug 23). 
Montreal: ATP Tour women's 
tournament (to Aug 23). Nottingham, 
UK: Junior National Championships. 

Bowls 

Worthing, UK: English National 
Championships. 

Holidays 

Belgium, Argentina, Colombia. Hong 
Kong, Indonesia . 


TUESDAY 18 


Economic outlook 

Gunter Rexrodt, Germany's economics 
minister, will unveil in Bonn his 
department's latest forecasts for the 
economy. The recent upswing in 
economic activity has showed signs of 
boosting the opinion poll ratings of 
Chancellor Helmut Kohl who faces a 
strong Social D em ocratic party 
challenge in the September 27 
election. 

Dictator questioned 

Former Argentine military dictator 
Jorge Videla Is to give evidence In 
investigations in Buenos Aires into the 
fate of the bodies of two guerrillas 
murdered during the country's "dirty 
war* in 1976. 

Open market talks 

The Federal Reserve's Open Market 
Committee meets. It Is expected once 
again to give a pass on raising or 
lowering interest rates while it 
considers whether the threat to the 



CtJran preaidan t Rdd Castro continues canvas si ng Caribbean nations for support against the US economic embargo with a visit to the Domincan Republic on Thursday 


economy is greater from inflation or 
economic slowdown. 

Drug trials 

Sports doctors from the former East 
Germany go on trial in Berlin over the 
use of dregs to enhance the 



performance of the country's 
swimmers during the communist era. 

Cricket 

Triangula - tournament Edgbaston: 
England v South Africa. 

Athletics 

Budapest European Championships 
(to Aug 23). 


WEDNESDAY 19 


Spotlight on YBM 

The Ontario Securities Commission in 
Canada holds hearings on YBM 
Magnex International, an industrial 
magnet manufacturer whose shares 


were suspended on the Toronto Stock 
Exchange In May. The company, which 
was worth more than C$900m (£372m) 
earlier this year, faces possible 
delisting from the exchange for failure 
to file audited 1997 financial reports. 

Its auditor, Deiottte & Touche, has 
resigned. YBM is also under 
investigation by the FBI in the US for 
alleged criminal activities. 

Soccer 

International friendly, Vienna: Austria v 
France. 


THURSDAY 20 


Backing Castro 

After this month’s visit to three 
neighbours, Fidel Castro, the veteran 
Cuban leader, will continue his efforts 
to gain political and diplomatic support 
within the Caribbean when he visits the 
Dominican Republic for three days. He 
is visiting ostensibly for talks with 
fellow regional leaders about Cuba's 
interest in becoming part of the 
African, Caribbean and Pacific Group, 
which has a trade treaty with the 
European Union. But he wHI thank 
Dominican Republic president Leone! 
Femdndez for ignoring Washington’s 
ostracism of Cuba and reopening 
diplomatic relations earlier this yea: 
Marry Dominicans claim Castro is of 
Dominican descent, but he is unlikely 
to visit his putative forebears' village. 


Warner celebration 

As part of celebrations to mark the 
75th anniversary of the birth of Warner 
Bros studio, the company's home 
video arm Is presenting a celebrity 
screening of Casablanca at the Warner 
Village Cinema in London’s Leicester 
Square. The screening opens the 
Festival of the Classics Roadshow, a 
four-month tour of the UK with 14 
specially restored prints of some of the 
studio’s most successful films, 
including Alow Voyager, Angefs with 
Dirty Faces, Deliverance and The 
Searchers. The cities visited include 
Glasgow, Birmingham, Leeds and 
Edinburgh. See www.FT.com for full 
details. 

Panama referendum 

Panama holds a referendum on 
changes to its constitution which 
would permit a second consecutive 
presidential term. 

Holidays 

Morocco, Estonia, Hungary. 


FRIDAY 21 


Swedish manifestos 

The Swedish general election 
campaign will intensify on Friday when 
the country’s two largest political 
parties unveil their manifestos. The 


.- flying from Berlin to, 
and then Bonn. Also taking A 
rate wiH bfrOstotaforrta/neJ 
’party's chatfnan. The party p* 
vfon dnd pofitics" with entertain 
■from. Bg bands to children's gak 
PpfBngday is September 27. . \ 

Tehran wsft ~ \ 

Ftentfr foreign minister Hi*ed-Vedrf\ 
visits. Iranian president Mohammed \ 

' Khatam^ They- wilj discuss the outloofci 
tar the rfc-estabCsftment of relations 
‘between Iran and the Western world 
and a possible visit by Khatami to. 1 
France. 

Strindberg festival . _ 

A f estival ts heW in Stockholm to 
honour the Swedish playwright and 
author August Strindberg. 

Golf" 

Dubfin: JEaropean Open. 

Rugby Union ' 

Johannesburg: South Africa v AusfraBa. 

Motor sport - 

Rafyof Finland (to Aug 23). 

Holiday 

Bangladesh. 


ruling Social Democrats, ted by prime 
minister Gdran Persson, are expected 
to emphasise a target of halving 
unemployment in the next parliament . 
and defending welfare services. Carl. 
BHdt, leader of the Moderates, will 
promise reduced income taxes and 
closer ties with Europe. Neither party is 
expected to win a clear-cut majority in 
the September 20 poll. The outcome 
could therefore be dictated by alliances 
with smaller parties - particularly the 
Centre Party, which has supported the 
SDP over the last four years. The 
Centre favours decommissioning the 
country's 12 nuclear power reactors 
arid remains sceptical about European 
economic and monetary unibri. Both 
are areas of potential conflict with the 
Moderates 

Screen time 

The fourth Sarajevo Film Festival Is 
held, running until August 30. 

Holiday 

Hungary. 

SATURDAY 


German launch 

Germany’s general election campaign - 
will be officially I starched by the 
opposition Social Democratic party. 
Gerhard Schrbder, the SPD chancellor 
candidate, wffi address three kick-off 


Kohl kicks off 

Chancellor Helmut KoM launches his 
Christioi Democratic Union's campaign 
at a rally in Dortmund. The CDU has 
trailed behind the Social Democrats In 
opinion polls but has shown signs of 
narrowing the gap. Mr Kohl win be 
Joined by Wolfgang Schjjuble. the 
CDU’s parfiamentary leader and Mr 


Kohl's nomination as his eventual 
successor, as wefl as Theo Waigel, the 
-federal finance minister who heads the 
Christian Social Union, the CDU’s 
Bavarian sister party. 

Iranian choice 

Registration of candidates for the 
Iranian. Assembly of Expats is held; 
the counfry’s key clerical body, which 
comprises 83 Shia Moslem clergymen 
elected for eight-year terms, has the 
power to appoint and dismiss Iran's 
supreme leader. The assembly 
elections wHI be held on October 23. 


Brno: Czech Grand Prix. 

Compiled by Roger Beale 
Fax 44 171 873 3196 


Other economic news 

Monday: The change in 
German wholesale prices 
should remain in negative 
territory, with weak 
commodity prices keeping 
the market view at minus 1.6 
per cent for July. 

Tuesday: The US consumer 
price index may start to inch 
higher. Higher housing and 
medical care costs, 
alongside stronger spending 
on clothing, give an upside 
risk of core price rises 
reaching an annual rate of 
2.3 per cent But the Federal 
Reserve is unlikely to raise 
Interest rates. 

Wednesday: Japan's trade 
balance for July is expected 
to be in surplus by nearly 
Y1 .4bn, a 65 per cent rate of 
annua! growth, helped by 
weaker imports. The pace of 
exports looks set to slow. 
Thursday: The UK's second 
estimate of gross domestic 
product in the second 
quarter will provide father 
details on expenditure and 
consumpt i on growth. There 
remains a slim chance of an 
upward revision to the 0.5 
per cent quarterly growth of 
the first estimate. 

Friday: The US Treasury 
budget statement for July is 
thought likely to be around a 
deficit of S25bn. 


ACROSS 

l Eat out of house and home 
(61 

4 They're seen in court, 
heard in church (8) 

9 The evergreen trees that 
baffle exiles (6) 

10 One claim made by those 
digging nut earthly riches 
(4-4) 

12 Finance advanced for river- 
side development? (4,4) 

13 Adopt and raise (4J2) 

15 Objects when tips are 
offered? (4) 

16 Learn a craft? He's bound 
to (10) 

19 It causes rough weather 
and lass of Unde ( 10 ) 

21 Guarantee a promise (4) 

23 Banned on account of being 
evD (6) 

26 Regulation I ignored In 
making guns (8) 

2 7 Foreign ladies have 
dropped in after marriage 
(Si 

29 I start to improve as a 
model employer (6) 

29 Laid about a politician far 
dallying (9 

30 Absorbing example of 
marine life (6) 


ECONOMIC DIARY 


Statistics to bo released, this Week 




TOa rtcMr . 


D* . 

Mmwo- oeudr 


Japan JuJ money supply (M2+COT* 

Japan JuJ broad liquidity* N/A 

Germany Jun trade balance DM1JL3br 

Germany Jun current account DM4£bn 

UK Jul ratal price Index* -02* 

LHC Jlii retail price index - 3.6% 

UK Jid retail price index ex-mortgages** 2.6% 

UK Jri pubic sector borrowing requ'ment -£4.3bn 

US Jul consigner price index 02% 

US Jul cons' price index ex-fbodfonagy 02% 

US Jui trade: goods/services -Sl5£bn 

US Jun goodateervtces export bat of pay* $7tL8bn 

US Jun goodstaarviees invert bai of pay* $92-Qton 

Canada Jun merch an d ising I m port s f* -0.5% 

US BTM-Schroders Aug 15 

US Jul real earnings 

Germany Jul Ifo West business ctimata index 98.2 

UK Jul retafl sates* 0.4% 

UK Jul ratal sates" 2.7% 

Can ada J ul cons* pn‘ Index an items notf* 1.1% 

US Jul housng starts 1.59m 

US Jul building psrmts 

Canada Jun wholesale tradef* 418% 

UK 02 provisional grass dam* product 0.6% 

UK Q2 provisional gross dom’ product" 2.7% 


DM12*bn DMMiftn 


Eoonotato 

Statistic 


Jul M4 tepding -- 


■ : y -.--v i. 

‘ v ArreCest- *$£ 

. 03%£.- ^■Tb7%; '<- 1 '- 

; '! ; 7 9,o%- g&xyy, :.y^ 

"V - . euamfr:- 


$Z2.Qbn 


• UK . ‘ JU vehicle production 6 mqnth/S'morithNfA 
,'US ' ~ Htial cteftwa Aug 15 - - ‘ 

.'US ' ; State benefits Aug ,8 

‘ US . Aug PhBaderfpNa Fed-Indax 'fab 

US • ; Ml week ended. Aug' 10. ; ...-StO.gbn . 

= . ..US M2 week ended Aug TO , , • ' »LSb n 

' US ' M3 week ended Aug 10 •' ;; flJO I 

. Fd Canada Jun manufacturing new orders ■ . -0.71 

Aug 21 Canada .kn manufacturing shipments' . <L7‘ 

US Jii Treasury budget • " . ’$22.1 

• Daring the we ek ... 

. Germaiy Jul wholesale price Index* -031 

• Germany jul wholesale price Index" 

Germany Jun capital account final " -. 

Germany Jul M3 from 04 97 base - '529 

Germany Jul M3 from 04 96 base ; . 

. • ' Germaiy Jul private tenting 6 months annual ■ . 7.751 

Germany Jul producer price I ndex* - ~. .OJffl 

■ . Germany . j ul producer price trkkpf* . .-.4X21 

Germany Aug.Hesse coat of Bvfrig** . •' 

• Germany Aug Bavaria cost of Hiring" ' - • / - 

*mcrth on pm*. “ysw oc yes, *“qb_ on qtr, fseasorafiy at^stsd Statistic 


-6-8*gjr£.- 

301k‘ ~v- .y; 

■ 2S53Kr! 
•(.'il-d; / 

• S24Abn 


DOWN 

1 Party leader likely to be 
easily influenced <7j 

2 Made a tidy profit? <~2) 

3 Models and fashion ladies 

(6) 

5 His victims lose heart (41 

6 Scoundrels who show no 
compunction in breaking 
into houses 18 ) 

7 Number take cover From 
rebuke (51 

8 It lovers sheer above the 
French (7) 

11 His part is arranged for a 
member of the orchestra 
(7) 

14 Soldiers accept our weap- 
ons (7) 

17 Necessity's child? It's a He! 
(91 

18 Begin to Ox a Fight (35) 

19 Fed up with being exploited 
and rendered Ineffective <7> 

31 Come to grips with the 
opposition (7) 

22 Take out from the paper (61 

24 Royal right a sovereign 
retains, for example (5) 

26 Just show (4) 



Winner or Puzzle No.9,750: Andrew J. Porter, Derriaghy, 
Co Antrim 
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MONDAY PRIZE CROSSWORD 

No.9,762 Set by DANTE 

A prize of a Tombow Lucca fountain pen and roDexball set, wmth 025, 
will be awarded for the first correct solution opened. Solutions by 
Thursday August 27, marked Monday Crossword 9,760 on the envelope, 
to the FinancMl Times, 1 Southwark Bridge, London SEi 9HL. Solution 
on Monday August SL Please allow 38 days for delivery of prizes. - - 


Address 


Solution 9,750 


aanasa □□OBnanR 
nsacioann 

CiaHHOQSQQ SEHnn 
□ nisintasBn 
snug gaHnoBBnoG 
0 !1 0 0 0 0 □ 

bhd Ban 
ananas dddbeb^ 
a n n n b £D o 
□□□saaaoiiB bbdi.i 
HBntnnmnu 
raansn HQQQDongm 
h □ b n a n co d 
□□□ saaioa gaaoHiii 


TOMBorr 

FOR BUSINESS GIFTS 
TEL: (01732) 771771 


CTHMARKETS 

58. Boulevard Gnmfe-Dudiesse Onriooe. L-1330 Luxembourg 
NOTICE TO ALL UNUHOLJJEBS - ' 

Effective Sqxember 2, 1998,Anides2.5,6.and lOaftheMamgemaa 
RcgubdODS will be amended m reflea tbe following ebanges: 

- Article 2 will be amended in order to give die Management 
. Company the right to decide whether the foes incurred fay 

Information services, consultants or other services she has 
requested, will be home, by the Rind or the Man age mem 
Company ilselt 

- Artides6J0. 19: to specify dun any sabscriptkm. tedenqxioi] 
or coo version application has to be received at (he Office of 
tbe Distributor or Transfer AgaoL Eadi investor may however 
subscribe, redeem or convert units of tbe Fond without using 
ibe services' of ibe Ksmbma- pr Dansfor Agesi. by semfiflg 
an application io the Fund. .. 

Moreover, Article 19 includes that in case conversion requests 
would lead to a significant volume of redemptions in any single 
portfolio oa any Dealing Day. the Management Company may 
apply a conversion Fee of up to 1% of tbe net asset value per unit, 
in favour of the pertfolio from which the cooversion is requested 
and/or decide to defer pan or all conversion requests in die some 
manner as described For Ibe^ redemptions. This amendment will 
take effect one mouth after the daie of this publication. Until that • 
date the unhholdm may redeem their units free of charge. 

Tbe Invesrmeitt Objectives of tbe Gthnariccc Global Equity fund 
and tire Chunaritets Global Emetging Markets fond has been 
amended to allow investments in Russia. The investments in 
Russia are limited to 10% of the total net assets of die respective 
portfolios and this limit includes direct investments and any other 
unq taxed securities and securities dealt on unregulated markets. 
A revised Sales Prospectus wilt reflect these changes. 

CmMARKETS SA. 


DM 100,000,000 

BanLV\u stria 

Z-Landorbank Bank Austria Aktiengesellschaft 

(Inoaqxnarf nM lhatod tfwtew of As RmuWc of 4usnU 

Rxad fln verae Floating Rate Notes due 2000 

Notice Is hereby given that for the sbe months Interest Period 
from August 14, 1998 to February 15, 1999 the Notes wifi cany 
an Interest Rate of 14,125% per annum. The interest 
payable on tee relevant interest payment dale, February ts, 
1999 wffl be DM 7,259.00 per DM^ KXyjOO denomination. 

By: The Chase Manhattan Bank 
•• London, Agent Bank. , GHASE 

August 17,1998. 
















